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POST-WAR HUNGARY. 


TWELVE years ago the political and economic structure 
of Central Europe was profoundly modified as a result of 
the World War and of an attempt to apply the doctrine 
of nationality to this mixed racial area. A comparison 
between the new order thus created, and legally estab- 
lished in the treaty settlement which followed, and the 
old system which it displaced, is ever present in the 
thought of all politically minded people in this much- 
harassed part of Europe, victors and vanquished alike, 
and no account of the new Hungary would be complete 
without some reference, however brief, to this acutely 
controversial topic. 





Area Population. Population 
sq. miles. per . mile. 
Pre-War Hungary (1910) 125,609 20,886,487 66 
Post-War Hungary(1920) 35,866 7,980,143 222 
1920 as per cent. of 1910 28-5% 36-4% 133-7% 


It is estimated that the population in the present year 
amounts to 8,661,787. 

In the old Kingdom of Hungary, with a story stretch- 
ing back a thousand years into the middle darkness of 
historic time, the Magyars represented the dominant and 
very conscious majority of the population. According to 
the census of 1910 approximately 54.5 per cent. of the 
inhabitants spoke Hungarian as their mother tongue. 
The leadership in politics and economics alike was in their 
hands. The old kingdom of St. Stephens, within boun- 
daries long established as the result of historical and geo- 
graphical, if not of racial, influences, had developed as an 
economic unit. It formed part, it is true, of the larger 
area of the Dual Monarchy, and thus enjoyed an 
assured market for its surplus agricultural products in 
the industrial areas of the Austrian Empire, but even 
before the end of last century the awakening national con- 
sciousness of the Magyar people had come to demand a 
greater share in commerce and in industry. From 1907 
onwards the Hungarian Government, assured of what 
was virtually an independent status under the terms of 
the famous Compromise Agreement with the Habsburgs, 
concluded in 1867, did all in its power to encourage the 
industrial development of the lands under its sway. 
Budapest was the cenfre of this new activity, with its 





banks and industrial undertakings, and with a popula- 
tion which, by 1910, already amounted to over 880,000 
souls. Timber, salt and iron from the pasture lands of 
Transvylvania, coal and iron ore from the mountains of 
Slovakia, and the rich resources of the fertile Danubian 
plains were the basis on which the Government endea- 
voured to build this industrial development. Tariff policy 
was settled every ten years, in theory if not always in 
practice, with the Austrian partner; otherwise defence 
and foreign policy, with the financial arrangements they 
necessitated, were the only common bonds which linked 
the two halves of the Dual Monarchy together. In the 
years immediately preceding the outbreak of the World 
War, economic nationalism was in the ascendant in Hun- 
gary, though her industries were small in scale, every 
possible device was used to stimulate them. 

This process was rudely interrupted by over four years 
of hostilities and a treaty settlement disastrous to Hun- 
garian aspirations. The new Hungarian State became, 
at birth, a mere fragment of the old kingdom; the 
area under Magyar rule was only 28.5 per cent. of 
that of former days, and the population was reduced to 
barely one-third. This was, in itself, a bitter pill to 
swallow, but Magyar patriotism was wounded still fur- 
ther by the fact that, of the thirteen and a quarter mil- 
lion people transferred to other allegiances, nearly three 
and a quarter million, or over 30 per cent., were Hun- 
garian in speech and outlook. The political importance of 
this factor, even at the present day, is well known. But 
it is not the purpose of this Supplement to discuss the 
politics of Hungary. Its object is rather to consider the 
economic structure and possibilities of what is termed, in 
patriotic parlance, ‘‘ Rump "’ Hungary. 

The new State, a kingdom without a king, contains 
some of the richest corn-growing land in Europe, and has 
inherited much of the industrial equipment of pre-war 
days. It is, however, deficient in coal, iron ore, and 
timber—to mention but a few pre-requisites of industrial 
development—though many of its leading men are 
imbued with the Protectionist leanings of Habsburg times. 
This, as all experience proves, must inevitably lead to a 
divergence of interest—particularly in a country which is 
predominantly agricultural—between the agrarian and 
industrial portions of the population, and at the 
moment market conditions are forcing the difficulties of 
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agriculture to the front of the stage. What this means | third with 6.2 per cent., and Jews fourth with 5.9 per 
for Hungary is illustrated by the following analysis of the | cent. 


principal occupations of the people :— Such, then, in brief outline, is the Hungari State 
ak ; : arian as 
OccuPATIONS it exists to-day. In the articles which follow our readers 
(Post-War Territory). will find the principal features and problems of the re. 
1910. sent economic situation described by experts. It has not 
been easy for the Magyar nation to settle down to the rj, 
of a small people in a region which it had dominated {o, 
so many centuries. The difficult problems of reconsirye. 
tion after years of warfare were made still harder of goly. 
tion by the break-up of a well-established economic 
The growth of the distributing and professional services | system. The Bolshevik interlude of Béla Kun, in 1919 
shown in the above table has almost certainly proceeded | followed by an inevitable swing to the extreme right, 
still further since the last census year. The proportions | made social confusion worse confounded. In the 
shown in the last group are to some extent the reflection | countryside, although a measure of agrarian reform hag 
of the unduly large proportions of the civil services—the | already been carried out, there is still an unsatisfied de. 
result in part of the morcellement of Central Europe. mand for peasant holdings. In the sphere of national 
Unlike that of the pre-war kingdom, the population of | finance much solid progress has been achieved since finan. 
modern Hungary is very nearly homogeneous in ethnic | cial reconstruction was effected under the egis of the 
character. Approximately 90 per cent. of the total speak | League of Nations and its genial High Commissioner, Mr 
Magyar as their mother tongue, while, of the minorities, | Jeremiah Smith, six years ago. A world-wide crisis, re. 
the Germans come first with 6.9 per cent. and the Slovaks | flected worst of all, perhaps, in the present price level of 
a poor second with 1.8 per cent. For an understanding of | agricultural produce, naturally raises immediate problems 
the political situation, a consideration of the distribution | of great magnitude in a predominantly agricultural State 
of population as between the principal types of religious | like Hungary, but the agricultural wealth of the country, 
belief is also of interest. According to the census of | no less than the vigour and energy of its peasant popula- 
1920, Roman Catholics accounted for 63.9 per cent. of the | tion, promise well for an economic recovery which, it may 

total, Calvinists came second with 21 per cent., Lutherans | be hoped, will not be long delayed. 





Public services and liberal professions 
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I.—FOREIGN TRADE AND INDEBTEDNESS. 


Tariff was passed, with a view to facilitating the negotia- 
COMMERCIAL POLICY AND FOREIGN TRADE. | ¢i01 of commercial treaties. A very considerable number 


By Dr. Joun pg Bup, Minister of Commerce and of the items in this tariff schedule have been steadily re- 

Economic Affairs. duced as a result of the conclusion of commercial treaties, 
based on the most-favoured-nation clause, with practically 
all countries trading with Hungary. The importance of 


| 
| 
; 


HunGary is one of the chief victims of the economic dis- 
location caused by the treaty settlement in Central | these reductions can be shown statistically; whereas 


Europe. The old Austro-Hungarian Monarchy, with a | Customs receipts amounted to 15 per cent. of the value of 
population of 50 millions, was an ideal economic unit. | total imports in 1925, they had declined to between 10 per 
This was broken up, and the Successor States at once | cent. and 11 per cent. in 1929 and 1930. 
indulged in a vigorous protectionist policy, though none The recommendation of the World Economic Confer- 
of them could hope to be self-sufficing in the economic | ence, held under the auspices of the League of Nations 
sphere. The ravages of the war resulted in a chronic | jn 1927, that tariffs should not be increased but lowered, 
shortage of raw materials, and this, in its turn, was } has been faithfully observed by Hungary. Unfortunately 
mainly responsible for the introduction of close State | this policy has not been applied by her industrial neigh- 
contral over economic activities, in Hungary as well as in | pours, Austria and Czechoslovakia, which have both 
other countries. When currency depreciation came to an | raised their Customs duties on agricultural products, to 
end in 1924 and more normal economic conditions were | the great embarrassment of Hungarian agriculturists. 
established, Hungary was the first of the Central | The negotiations for concerted economic action which 
European States to do away with prohibitive restrictions | took place at Geneva in March, 1930, were followed with 
on foreign trade. Import and export prohibitions were great interest in Hungary, who, for her part, would 
abolished, State control was relaxed by degrees, and readily have ratified the Commercial Convention but for 
liberty of trade was restored. Unfortunately this | the refusal of Austria and Czechoslovakia to do so. It is, 
example was not followed by Hungary’s neighbours, and indeed, obvious that a small country like Hungary cannot 
the export trade of the country is still hampered by inaugurate a new commercial policy without reference to 
various restrictions in force in adjoining countries. As | that adopted by her neighbours. An analysis of her 
examples of this we might cite the system of contingents foreign trade returns shows that more than half of the 
and the unwillingness to conclude veterinary agreements. | total is with the Successor States—Austria, Czecho- 
One of the main causes of the economic crisis now slovakia, Roumania and Jugoslavia—in spite of the high 
prevailing in the world in general, and in the Danubian | tariff barriers they have erected. Apart from these, 
States in particular, js undoubtedly the policy of high Germany and Italy also play a most important réle in her 
protection practised by all the leading industrial coun- foreign trade. The large table on page 3 shows the direc- 
tries. As Hungary is above all an agricultural country, | tion of trade for the first nine months of this year a: 
her purchasing power abroad depends upon the willing- compared with that of the corresponding period of 1929. 
ness of the industrial countries to take her agricultural | It will be seen that a favourable balance existed with 
surplus in exchange for their industrial products. | Austria and Italy, while Germany, Czechoslovakia and 
Hungary took part in the agrarian conferences of the | Roumania exported more to Hungary then she did to 
Eastern European States held at Warsaw, Geneva and | them. The expansion of exports to Italy, made up chiefly 
Bucarest this autumn, and she will continue to work for | of cereals and livestock, deserves special mention. An 
concerted economic action with a view to overcoming the | increase in our exports to Great Britain, the principal 
present crisis in agricultural exports. articles being poultry, flour and vegetables, is also 4 
After the war the old Austro-Hungarian Customs Tariff | welcome feature. 
was taken over as a basis for Hungarian fiscal policy, In spite of all the restrictions and hindrances, to which 
though ‘Successive amendments were necessary to meet | brief reference hae already been made, the foreign trade 
the radical changes in economic structure brought about | of Hungary has developed fairly steadily during the past 
by the Peace Treaties. In 1925 a new Autonomous ten years, as may be seen from the next table :— 
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Forzgign Trape oF Huncary In THE Years 1920-29. 
(In million pengd.) 








Year Total trade. Imports. Exports Balance. 
 eccintavibnce 674-7 . 190-6 — 293-5 
DO Ri hektecctaed 898-6 604-0 294-6 — W9-4 
DODD. csdcovricnders 1,008 -6 625-7 382-9 — 242:8 
DOE. ssintenenaieinn 882-9 490-7 392-2 — 98-5 
aE - sancenstneneen 1,482-3 815-3 667-0 — 148-3 
SEED ccohondoecsecce 1,712-6 864-6 848-0 — 16-6 
BEE aivotecsccteess 1,817-7 941-0 876-7 — 64-3 
1927 oe eeeesesececes 1,989-9 1,182-3 807-6 = 374-7 
pT een 2,037 -4 1,211-4 826-0 — 385-4 
BD. cineoneabasthes 2,103-0 1,062-8 1,040-2 — 22-6 

First nine months 
RODD «ck ciccsvndccsce 1,484:-6 806-1 678-5 — 127-6 
J ae 1,295-7 627-8 667-9 + 40-1 


Both imports and exports have increased considerably 
over this period, and, after ten years with an unfavour- 
able balance of trade, this present year will probably 
show a surplus of exports over imports for the first time. 
From 1920 to 1922 there was a heavy import surplus, 
owing to the fact that stocks and implements had been 
sadly depleted as a result of the war, and the deficiency 
had to be made good at all costs. The situation improved 
somewhat in 1923, but it was not until two years later 
that the volume of foreign trade attained to something 
like normal proportions. The restoration of the currency 
was followed by a period of economic recovery, reflected 
in the small deficits of 1925 and 1926. In the two 
following years, however, the inflow of foreign funds in 
considerable quantities provided a great impetus to 
imports at a time when exports were falling off slightly. 
In 1929, however, the situation changed completely. 
Foreign funds were no longer available to anything like 
the same extent, and the Government did all in its power 
to increase exports by the granting of cheap export 
credits, the remittance of taxes and the reduction of 
railway rates. This movement was, of course, greatly 
facilitated by the good harvests of 1928 and 1929, and by 
an increased export of livestock. 

Detailed results for the first nine months of the present 


export values have been maintained at the high level of 


1929, while imports have declined substantially :— 


(For Tas Fmst Nove Montrus or Eacu YRaAs.) 





Importa. Exports. 





Items. 1929. 1930. 1929, 1938, 








Value.*} % Yaron % Value-| % (|[Vae*| % 











year, which are shown in the following table, show that 

















Food products ... | 72,514] 9-00 | 62,970} 10-03 | 330,317] 48-69 |276,924|] 41-46 
Live stocks ......... 523] 0-06 591] 0-09 | 98,032] 14-45 | 157,016] 23-50 
By-producta (in- 
ane 107,680] 13-36 | 67,680] 10-78 5-25 | 37 5-56 
Industry ..........-. | 625,376] 77°58 | 496,592] 79-10 | 214,467] 31-61 | 196, 29-48 
Total ......... 806,093] 100-00 627,8331100-00 678,475}100-00 667,966} 100-00 
Ot which— j 
Raw material...... 297,753) 36-93 | 243,377] 38-77 58-85 | 404 60-54 
goods 189,730} 23-54 | 149,822] 23-86 | 50,275] 7-42 | 56,6 8-48 
ei ior at 
goods ......... 318,610] 39-53 | 234,634] 37-37 | 228,870] 33-73 | 206,885] 30°98 

















* In thousand pengd. 


The principal exports consisted of live stock, wheat, 
flour, sugar, poultry, eggs and machinery; while the 
chief imports were textiles, timber, paper, coal, oil, 
machinery and ironware. When we bear in mind that 
agricultural prices have fallen during the past year, the 
recent volume of exports affords a striking proof of 
Hungary's power of resistance in times of economic 
stress. The decline in imports partly reflects the fall im 
the prices of industrial produets, though the reduced 
purchasing power of the country and the absence of long- 
term loans are also faetors of the first importance in this 
connection. 

The Hungarian Government is fully aware that the 
future welfare of the country depends upon whole-hearted 
collaboration with the rest of the world. Hungary is 
anxious to increase her share in international trade, and 
would welcome a general reduction in tariffs. She needs 
outlets for her surplus agricultural products because only 
thus can she purchase the goods she cannot produce at 
home and meet the service of her foreign debt. 

















Imports. Exports 
Country of A Balance. 
origin or 1929. 1930. 1929 1930 
Destination 
respectively. Value. o% Value es Value. o Gites % “~—— —* 
Austria ............ 108-5 13-46 73°8 11-76 210-6 31-04 197-8 29-62 +102-1 +124-0 
Czechoslovakia .. 177-0 21-96 137-0 21-82 115-6 17-04 112°5 16-85 — 61-4 — 24-5 
Roumania ......... 74-4 9-24 56-1 8-94 35°8 5-28 21-8 3-26 — 38-6 — 43 
Jugoslavia.......... 43-0 5°34 32-4 5-16 45-5 6-70 39-7 5:94 + 2:5 + 73 
Germany ........+++ 159-5 19-79 129-1 20-56 71-5 10-55 67-1 10-05 — 88-0 | — 62-0 
Switzerland ....... 20-8 2-58 14-9 2-37 22-7 3°34 26-0 3-89 + 19 | + lll 
TREE voccocescssceses 34-4 4-27 29-5 4-70 44-8 6-60 92-8 13-89 + 10-4 + 63-3 
France .........0.+++ 17-6 2:18 16-8 2-68 7:8 1-15 8-9 1-33 —- 98 | — 7:9 
Belgium............. 6-5 0-80 5:8 0-92 6-7 0-98 4:2 0-63 + Q-2 — 16 
Holland ............ 19-7 2:44 17-4 2-77 8-6 1-27 3-7 0-56 | — 11-1 | — 13-7 
Great Britain, in 
cluding Ireland 23-9 2-97 19-1 3-04 17-6 2-59 31-2 4-67 — 63 | + 12:1 
Sweden ............: 2:2 0-27 1-5 0-24 1-5 0-23 1‘6 0-24 — 0-7 + O1 
Poland............+++ 38-1 *4-73 21-4 3-41 13-0 1-92 9-4 1-41 — 25-1 — 12:0 
Bulgaria ............ 9-2 1-15 12-1 1-93 6-9 1-02 3-4 0-51 — 2-3 — 8-7 
Greece...........06++ 3-0 0-37 1-6 0-26 8-7 1-28 5-3 0:79 + 57 + 3-7 
Turkey ..........+.+ 3-1 0-38 5-8 0-92 8-9 1-31 3:9 0-58 + 58 —- 1-9 
J eae 33-9 4-20 29-3 4-67 7-5 1-11 3-1 0-46 — 26-4 — 26-2 
Other countries 31-3 3-87 24-2 3-85 44-8 6-59 35-5 5-32 + 13-5 + 11-3 
Total........... 806-1 100-00 627-8 100-00 678-5 100-00 667-9 100-00 — 127-6 + 40-1 



































POREIGN LOANS. 


By M. Béta pe Scuossr, Director-General of the 
National Bank of Hungary.* 


THE modern economic development of Hungary really 
began in the third quarter of the nineteenth century. The 
compromise made with Austria in 1867 secured her exist- 
ence as an independent State within the framework of the 
Dual Monarchy, and made it possible, though subject to 
certain important limitations, for her to embark upon an 


* The euthor has to thank Dr. Judik, of the National Bank, for 
verifying the statistical references in this article. 





economic policy of her own. She took up the arduous task 
of transforming and modernising her whole economic 
structure with all the vigour and enthusiasm of youth. 
Between 1867 and 1913 nearly 14,000 miles of railway 
line were built, important works of river regulation were 
carried through in the interests of Danube navigation, 
and a modern seaport was constructed at Fiume. These 
years witnessed a marked development in agricultural 
production, and great progress was made not only in the 
industries more directly connected with agriculture but 
in certain branches of the so-ealled heavy industries as 
well. A modern banking was created and, at the 





system 
time of the outbreak of the World War, the deposits of 
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the various Hungarian banks amounted to a total of some 
4,500 million kronen. 

This rapid economic transformation was only possible 
thanks to the co-operation of foreign capital. As a partner 
in the Dual Monarchy, it was natural that Hungary should 
borrow largely from Austria. Indeed, in pre-war days, 
more than half the total of her long-term foreign loans 
came from this source. Next in importance came Ger- 
many, which provided nearly 40 per cent. of the foreign 
capital invested in the country, while the balance came 
for the most part from France, England, Switzerland, 
Holland and Belgium. 

Much the most important share in foreign borrowing 
fell to the Hungarian State, whose long-term foreign 
indebtedness amounted to £144,100,000 at the end of 
1913; to this total should also be added the sum of 
£56,200,000, which was Hungary’s share in the old Aus- 
trian State debt contracted prior to 1867. But other bor- 
rowers also acquired very considerable sums from abroad, 
and the total long-term indebtedness of the country at the 
end of 1913 amounted to about £350,000,000, wh.ch was 
made up as follows :—- 


Million £ 
The State Debt, including Hungary’s share in the Austrian 
Debt contracted prior to 1867..............ceccceeeeeeeeeeeeees 200-3 
Foreign Debts of the City of Budapest.................0....++ 12-5 
Mortgage and Communal Bonds placed abroad by 
Biemageirtemh TGR ...c00ccccccsccccccscnccsscvcccscscocseccssocece ° 
Railway Shares and Bonds ..............0.:seeesceseseeeeeereeees 33°3 
Mortgage Loans granted by foreign banks on real estate 20-8 
INIT cossincilcesttnseseintnnniiiiat theatinmemuneenegainndnanmeasaubbaniednin 354-3 


This foreign debt, of which rather over one-third was in 
foreign currency denominations, was naturally a charge 
on the whole territory of the former kingdom, which was 
more than three times the size of the present Hungary. 
In allotting the responsibility for those State debts which 
enjoyed no special security amongst the various Succes- 
sion States, the Reparations Commission made the new 
Hungary liable for 45.7 per cent. of the total. Her share 
of the pre-war private indebtedness was, however, con- 
siderably greater, since the private debtors, who were 
mainly the banks, operated for the most part inside the 
frontiers of present Hungary. After a disastrous war, the 
dismemberment of the treaty settlement, a Bolshevist 
interlude, and foreign occupation, this total of pre-war 
indebtedness represented an intolerable and crushing 
burden, which was made all the worse by currency in- 
flation. At the same time, depreciation reduced the value 
of such foreign debts as were in krone denominations and 
not subject to valorisation. 

If the credit of the country was to be restored, it was 
essential that some arrangement should be arrived at with 
regard to the whole question of pre-war indebtedness. 
Individual debtors opened negotiations with their foreign 
creditors with the result that, in the vast majority of 
cases, agreements were arrived at which were acceptable 
to the latter. So far as State debts, in gold or foreign 
currencies, were concerned, provisional agreements were 
reached at Innsbruck in 1923 and at Prague in 1925. The 
Hungarian share in these debts was fixed, as we have 
already indicated, at 45.7 per cent., and the service of the 
four principal loans was regulated on a uniform basis 
for all the Succession States of pre-war Hungary. For 
the time being, interest payments are made at 32 per cent. 
of the original rate, calculated on a gold basis, in the 
case of the 4 per cent. gold loan, and at 27 per cent. in 
- the case of the 4 per cent. (1910), 44 per cent. (1913) and 
4 per cent. (1914) Sinking Fund loans. The final regu- 
lation of this difficult question is still pending. An agree- 


ment was also reached at Ostend, in 1925, between the 
City of Budapest and its foreign creditors in respect of its 
loans issued in 1910, 1911 and 1914. Interest payments 
aré made on the basis of 75 per cent. of the gold value 
down to 1930, and thereafter in full. Sinking Fund opera- 
tions are suspended down to 1934, when a new redemption 
scheme will come into force, according to which the three 
loans will be completely redeemed by January, 1984. The 
foreign currency indebtedness of the banks, in respect 
of mortgage bonds, communal obligations and the like, 
has been settled in almost every case by agreement with 
the creditors, while debts due to ex-enemy citizens and 


rency of the creditor’s State, if not settled b 
have been dealt with, in a large number wean a 
the clearing procedure established for this purpose. 
In the post-war period there has been a great demand 
for new capital to make good the ravages of the years of 
war and currency inflation, and also to transform the 
economic organisation of the new dismembered country 
Down to 1924 the uncertain economic and political situs, 
tion of Central Europe acted as a limiting factor, ang 
foreign credits were largely confined to financing relief 
purchases of flour and the expenses incurred in repatriat. 
ing prisoners of war. The issue of the Reconstruction 
Loan, under the egis of the League of Nations, changed 
the whole situation. This loan was of the nominal! value of 
£14,400,000, of which the greater part (£7,900,000) was 
issued in England. From 1924 onwards there has been 4 
considerable influx of foreign capital into the country. 
though the movement received a marked setback in 1929. 
Immediately prior to the Reconstruction Loan of 1924. 
the foreign indebtedness of Hungary amounted to some 
£46,700,000, or, if we valorise the pre-war State loans on 
the percentages agreed upon for interest payments’ at 
Innsbruck and at Prague, to approximately £25,200,000. 
From that date to the end of 1929, Hungary has received 
long-term loans to the nominal amount of £49,900,000, 
the actual proceeds totalling £44,100,000. During the 
same period, sinking fund payments have decreased the 
total by £4,100,000. In addition to this, £18 millions 
have come into the country in the form of short-term 
foreign loans and other capital transactions. At the end 
of 1929, the total foreign indebtedness of Hungary thus 
amounted to roughly £110,000,000, or to some 
£90,000,000, if the pre-war State loans are calculated on 
the Innsbruck and Prague percentages. 
The long-term foreign loans raised between 1924 and 
1929 may be grouped as follows :— 


Million £ 

Nominal. 
ie bh cisinsik satis thnbsitdbiiebeniidacdasdetadentaeses 12-6 
For Counties, Towns, Communes and Churches.............. 12-3 
West AGTICMAEBD 00.000000csccceescesccccccccnsesccscgecccsceccccocscess 15-5 
For Urban Real-estate owners ...............ccceseeeesceeeeccees 3:9 
a BRAN soci ccecccaissncccovedsccscoscessnesevccccccsscccvescscce 5-6 
EN a AP re ona ns SA! A NE PAE ET 49-9 


Of this total about £20.2 millions came from the United 
States, £19.1 millions from England, £1.7 millions from 
Holland, and the balance of £3.9 millions from the rest 
of the world. More than half England's share (£10.5 mil- 
lions) is made up of her quota in the League Reconstruc- 
tion Loan, the $20 millions Loan of the City of Budapest. 
1927, and the Hungarian Counties Loans, 1926 and 1927, 
with a total nominal value of £2.3 millions. The Hun- 
garian banks have placed mortgage bonds in England to a 
nominal value of £4.3 millions, while £3.6 millions have 
been raised for industrial purposes. The bulk of this 
latter sum consists of two loans of the Trans-Danubian 
Electricity Company, issued in 1928, and amounting to 
£3.3 millions. 

The proceeds of some of these loans, and more especi- 
ally of those raised in the earlier years by local authorities, 
had perforce to be employed in large measure for public 
utility purposes which did not result in a direct increase 
of production, and only about two-thirds of the capital 
investment programme of the State was directed to what 
can strictly be called economic purposes. This was 1D 
large measure inevitable after the neglect of long years 0! 
war and inflation. But almost with the first influx of 
foreign capital there began afresh the process of capital 
accumulation within the country itself, and an increasing 
proportion of the sums required for productive purposes 
were raised in the home market. Deposits in the twelve 
leading Budapest banks and in the Post Office Savings 
Bank, which were only 4.8 per cent. of their pre-war level 
at the end of 1924, had risen, by the end of August, 1930, 
to £54,400,000, or 81.4 per cent. of the pre-war figure. 
Even so, however, the national savings are still insuffi- 
cient to satisfy all the country’s needs. The amount of 
new capital for long-term investment remains very small. 
and the demands, more especially of the State and of the 
agricultural community in this direction cannot be satis- 
fied in the near future without recourse being had to 





payable, according to the terms of the treaty, in the cur- 


foreign sources of supply. 
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At the moment the State needs capital above all for the 
development of the railways and for road building. In 
one sense this latter form of expenditure is not a direct 
income-yielding investment, though it would certainly con- 
tribute greatly to the economic efficiency of the country 
as a Whole. It is essential that roads should be built to 
connect the outlying districts and farms with the railway 
stations and with the main road arteries in order to open 
up these territories to trade and commerce. Moreover, 
any real improvement in agriculture, which is much the 
most important Hungarian industry, would also call for 
capital investments which, in the very nature of things, 
can only be obtained in sufficient quantities abroad. 

It is the general conviction nowadays that no new 
foreign borrowing should be indulged in save for produc- 
tive purposes. Capital so applied would be of inestimable 
service and would contribute in marked degree to the more 
efficient organisation of the economic life of the whole 
nation. 





THE BALANCE OF PAYMENTS. 


By Dr. Béta pE Imrépy, Managing Director of the 
National Bank of Hungary, Head of the Intelligence 
Department. 


‘Tue importance of a careful study of the various items 
which enter into the balance of payments of a country 
hardly needs stressing nowadays. Definite conclusions 
are, of course, hard to draw with any degree of certainty, 


but a study of these data over a period of years throws | not pretend to complete accuracy. They nevertheless 


considerable light on the productive forces of a country 
and on its power to adapt itself to changing inter- 
national conditions. In the case of Hungary, the modi- 
fications brought about by the Treaty Settlement led to 
a shortage of certain basic commodities, such as wood, 
metals, high-grade coal and water power, and made the 
country more dependent than ever before, and, for that 
matter, more dependent than most other countries, upon 
foreign sources of supply. Under these circumstances, 
the various problems associated with the balance of pay- 
ments are of the very greatest interest to the leaders of 
economic policy. 

For the six years or so of inflation which followed 
immediately after the war, the development of 
Hungarian foreign trade was quite abnormal. It was a 
period of restrictive interference with the exchange of 
goods and the movement of capital. Attempts have 
been made to establish the balance of payments during 
these years, but, for an understanding of present con- 
ditions, it will suffice to give the various items for the 
period since stabilisation was effected. The most com- 
plete picture is given in the compilations published by 
Dr. Julius Szigeti, of the Central Statistical Office, and 
originally drawn up according to the scheme recom- 
mended by the League of Nations. In the table over- 
leaf, however, this has been somewhat simplified. The 
various items are divided into two main groups, those 
relating to current transactions—or, in other words, the 
balance of trade taken in its widest sense—and those 
showing the movement of capital. We can thus trace the 
changes in the foreign debts and claims of Hungary. 
Insistence upon the movement of capital is especially 
important in a country poor in capital equipment, for 
an adverse balance of payments is a most disturbing 
symptom if it is not accompanied by a corresponding 
growth in national wealth. 

Amongst the current items it will be seen that the 
movements of merchandise are of dominant importance 
and do, in fact, determine the balance in this group. 
The increase of imports in 1927 and the marked rise of 
exports last year are most interesting for the light they 
throw upon the close relationship existing between the 
balance of trade and the influx of foreign capital. This 
latter has naturally led to a steady growth of payments 
on account of interest charges and dividends. It should 
be pointed out that the decrease shown under the head- 
ing of interest on State debts in 1929 was mainly due 
to a change in the methods of compilation: certain items 
which formerly figured as interest payments now appear 





under the heading of amortisation of capital. It will be 
noticed also that while there is a permanent adverse 
balance in respect of tourist services, remittances from 
emigrants are a significant source of national income. 
Railway, shipping and postal services together show a 
surplus in Hungary’s favour, but the other items of lesser 
importance combine to make an adverse balance. The 
big increase in these other entries from 1928 onwards, 
both on the credit and the debit side, is due to the intro- 
duction of gross figures in the estimates of insurance 
premiums and agents’ commissions. For the future no 
striking change in these less important items is at all 
likely, with the exception of increased receipts from the 
tourist trafic, since foreigners are now visiting Hungary 
in larger numbers than before. The general balance 
of current payments must perforce continue to be 


| dominated by the very variable items of imports and 


exports of merchandise, and by the steadily increasing 
charges in respect of foreign loans and credits. 


On the capital side the influx on account of long-term 
loans rose from 168.7 million pengd in 1926 to close on 
300 millions in 1927 and 1928, though it fell back to 
234 millions last year. This latter figure, however, only 
partially indicates the change in capital movements, 
since it includes two instalments of the loan contracted 
with the Swedish Match Trust in the previous year for 
the purpose of financing agrarian reform. These pay- 
ments amount to over one-half of the capital imported 
in 1929. The figures for short-term credits are naturally 
based to a considerable extent upon estimates and can- 


indicate a general upward movement in 1927 and, though 
to a less extent, in 1928, followed by repayments in 1929. 
Of recent years dealings in shares have only played a 
relatively minor réle in the movement of capital into 
the country. Foreign concerns have, indeed, partici- 
pated in Hungarian enterprises, especially when the 
latter have increased their capital. By so doing they 
have played an important part in supplying capital to 
individual banks and business undertakings. From a 
national point of view, however, these items have only 
been of minor importance as compared with the loan 
transactions. It would appear, from the data available, 
that the same has been true of movements of securities 
dealt in abroad, though it is naturally most difficult to 
make reliable estimates of stock-exchange transactions 
of this type. 

The influx of foreign capital down to the year 1927 led 
to a rise in the foreign exchange holdings of the National 
Bank. In 1928 and 1929, however, the adverse balance 
in respect of current items was made good in part, at 
least, at the expense of these holdings. 


It is, of course, too early to do more than estimate the 
probable trend of the balance of payments for the current 
year. Statistical data are already available for the first 
eight months, and these can be supplemented by careful 
observation in competent quarters. For the period 
January to August, 1930, imports exceeded exports by 
40 million pengé, while payments on account of interest, 
dividends and other smaller current items, amounted to 
between 140 and 150 millions. There was thus an adverse 
balance on current account of something over 100 million 
pengd. On the capital side there was an influx of about 
150 millions, partly from long-term, but mainly from 
middle-term loans. In addition, the short-term indebted- 
ness, excluding commercial merchandise credits, increased 
by some 50 millions. Share issues accounted for a 
further 10 millions, so that the total capital import stood 
at over 200 millions. Even when we allow for an increase 
of 30 millions in foreign exchange holdings, the total is 
considerably in excess of the adverse balance on current 
items. It is probable that outstanding commercial credits 
have decreased with the decline in imports, while there 
are reasons for supposing that Hungarian securities held 
abroad have been to some extent brought back by 
Hungarians. This repatriation of securities, together 
with the purchase of foreign securities by Hungarians 
has almost certainly been greater in amount than the 
advent of new foreign capital participation in Hungarian 
undertakings. 




























i 


Be 
s 


See din a Mahaes 
Se eRe 


oe 


IE 





RE POS ee 8 oi Rte 3 


igh aps Soto 


mae eS een See pagan p> aon eee poviamey tap, aE, oye ane oe ERM AR EEA RARE EA MF YE NORA: Ae SCREEN OEIC A 6 lt Poti 8 * 
aan af se Y P pi.2it 
1m es aiapoe ener re a te —o 2] " + sworn nam onal y 
- = * spinal , Fae, gr i cae. sity . 
4 5 Ba tae ie — ea OP in a, «ly a stra hi ‘ ‘ 
Se eS eae ok ore eee AOS ee Conte ay ee 
at? aOR y: pe see ee eee ears eee Lees Og og eheguernd ee een me meer 


1 +-etate sachs haere omen ae 
ay Ome whe , 


Re Hy An 
cut 


ae , ~ 
REN OW MIPS IO Aa 


THE ECONOMIST HUNGARIAN SUPPLEMENT. 





THE BALANCE OF PAYMENTS, 1926—1929. 


Millions of pengs., 





Items. 


Current Items. 
Visible current items— 


Iavisible current items— 

1. Interests and divi- 
dends— 

(a) Interests on 

state debts .... 

(5) Interests on 

other long-term 


(c) Interests on 
short-term pri- 


(d) Dividends 
2. Payments resulting 
from railway and 
shipping traffic 
3. Service to tourists .. 
4. Sums taken out of 
the country by emi- 
grants, remittances 


of emigrants and 
sums brought in by 


immigrants 
5. Payments resulting 
from the post, tele- 
graph and telephone 


6. Other invisible items 


Total current items 


1. New foreign loans— 
(a) Sums liberated 
out of the pro- 
ceeds of the re- 
construction 

loan 


loans 

(c) Long-term pri- 

vate loans ..... 

2. Increase or decrease 

of short-term private 

credits (on balance) 

3. Repayments and 

amortizations of 
foreign capital— 

(a) State debt 

(6) Other long- 

term debts .... 

4. Contributions of 

foreigners to capital 

increases of Hun- 

garian Societies (+ ) 

and of Hungarians 

to capital increases 

of foreign societies 


5. Sales and purchases 
of securities 

6. Sales and purchases 
of landed property 
by Hungarians 
abroad and by 
foreigners in Hun- 
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Payments from abroad (Exports, 
Credits). 


1926. 1927. 1928. 1929. 


860:5 798-5 819-0 1,066-1 
ove 0-2 0-1 ove 


Payments to Foreign Countries 
(Importe, Debits). 


1926. 1927. 1928. 1929. 


963-6 1,148-6 1,189-1 1,107-0 
0-6 1-8 5-0 4°5 


4-9 5-6 
11-0 31-8 





99-1 57-5 


1,097-6 1,374-4 


15-7 27-7 


— 15-7 — 27-7 + 99-1 + 57°5 





633-0 376-2) 


1,620-5 1,613-9} 





res 


59-2 113-6 130-6 


1,156-8 1,488-0 1,619-8 


ve 0-3 0-7 


+146-5 +479-7 +502-4 +207:9 


— 181+ 034+ O7-— 56 


+ 18-1- 03 -— 07+ 56 








1,620-5 1,619-5 1,156-8 1,488-3 1,620-5 ras 
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We may now summarise the general movement of the 
last five years. An adverse balance of 150 million pengd 
in 1926 rose in the two following years to some 6U0 
millions. A radical change made itself felt in 1929. The 
general world situation was reflected in the marked fall 
of capital imports into Hungary, amounting in that year 
to but little more than 200 millions. The balance of trade, 
which in the first half of 1929 was still under the influence 
of the abundant eredit supplies of previous years, reacted 
suddenly in the second half of the year, with the result 
that, for 1929 as a whole the adverse balance had been re- 
duced to 40 millions. This tendency has continued in an 
even more striking form during the present year. 

The relationship between capital movements and the 
exchange of goods suggests some interesting questions. 
Is the formation of the balance of commerce a mere 
reflex phenomenon, in which case the large adverse 
balance in 1927 and 1928 appears simply and solely as 
the result of the heavy influx of foreign capital? Or, 
on the other hand, did the easy situation then prevailing 
in the international money market stimulate a demand 
for investments believed to be useful in themselves, 
though perhaps not entirely justified from the economic 
point of view, or even for goods for immediate consump- 
tion? Of more immediate importance, however, is the 
further question as to whether the transformation of the 
balance of trade, which started in 1929, can last in- 
definitely. It cannot be denied that the expansion of 





exports was made possible to some extent by the liquida- 
tion of stocks. The abundant grain crop of 1928, 
for example, was not exported until quite late, and showed 
for the most part in the returns for the second half of 1929. 
With medium crop results it is hardly likely that the level 
of grain and flour exports reached last year could, in fact, 
be maintuined. 

Of course, the present situation in Hungary is dominated 
by the general world depression which is notoriously 
acute in the case of agricultural products. The catas- 
trophic fall in grain prices has naturally reduced the pur- 
chasing power of Hungary abroad, and if a more adequate 
relationship were established between the prices of agri- 
cultural and those of industrial products this alone would 
go far to compensate for the fall in the import of capital. 
If such a price readjustment does not take place, other 
methods must be discovered of adapting methods of pro- 
duction to the changed circumstances of the world market. 
This task will call for great energy and no little patience, 
of both of which the nation has frequently given proof in 
the past. In developing its productive capacity, Hungary 
will be obliged to have recourse, for many a year to come, 
to foreign capital. In the lean years, however, the quali- 
ties of its people and the greater power of resistance en- 
joyed by an agricultural country in facing a period of 
general depression, will enable Hungary to attack a set of 
problems difficult enough in themselves though by no 
means impossible of solution. 





IIl.—-CURRENCY, BANKING AND FINANCE. 


CURRENCY STABILISATION. 


By Dr. ALEXANDER Popovics, President of the National 
Bank of Hungary. 


TuE policy adopted by the National Bank of Hungary was 
laid down in its statutes and determined by the practical 
problems with which it was faced at the very outset of 
its activities. Its foremost task was to maintain the 
stability of the national currency. During the negotiations 
which preceded the actual formation of the bank it was 
decided that stabilisation should be effected at the level 
ruling when the League of Nations Reconstruction Scheme 
should first come into operation. This was regarded as 
feasible provided that the State stopped having recourse 
to the printing press and re-established budgetary equili- 
brium by increasing taxation and, for a transition period 
at least, by using temporary credit facilities which the 
reconstruction scheme placed at its disposal. It was an 
essential part of the programme that a well-organised 
central bank, independent of State control, should be en- 
trusted with the management of the new currency. 

This plan seemed simple enough in theory, but it was 
by no means easy to apply in actual practice. The cur- 
rency position of a country is determined by the free 
development of all its economic forces. When, however, 
stabilisation was first planned in 1924, Hungary was still 
suffering from the pernicious after-effects of the war 
period. Imports and exports were subject to prohibitive 
barriers, and dealings in the foreign exchanges were under 
State control. As the stabilisation scheme aimed at the 
re-establishment of normal economic conditions, the bank 
had to consider what would be the probable consequences 
of freeing trade from the prohibitive restraints then ruling, 
and of removing the barriers which surrounded dealings in 
the foreign exchanges. When, in April, 1924, the old 
krone currency reached its lowest level—equal to one 
twenty-thousandth of its nominal gold value—it seemed as 
though depreciation was due almost as much to psycho- 
logical as to purely economic causes. 

Before it began its activities, the National Bank 
informed the Government that the gradual removal of 
restrictions on trade and finance was an essential pre- 
liminary to stabilisation because, until that was done, the 
bank could not properly decide upon the level at which 
the value of the new currency should be fixed. This was 
all the more apparent, since stabilisation was to be effected 
not by deflation, but by fixing a new ratio between the 
paper currency and gold. 





An accidental circumstance greatly helped in the solu- 
tion of this problem. The principal feature of the recon- 
struction plan was, of course, the restoration of budget 
equilibrium with the aid of a Reconstruction Loan to be 
issued in 1924. The National Bank was also dependent 
upon this loan, as its own capital, and what remained of 
the exchange holdings of the Devisenzentrale would not 
provide an adequate metal cover for the new institution, 
and a portion of the proceeds of the loan itself would 
have to be made available for this purpose. Early in 1924 
the success of the whole scheme was threatened by the 
refusal of the United States to participate in the flotation 
of the Reconstruction Loan. When matters were most 
critical, however, the Bank of England advanced 
£4,000,000 to the State Note Institute, which was to be 
taken over by the new National Bank, on the understand- 
ing that Hungarian currency was to be stabilised on 6 
sterling basis. As the success of the whole scheme would 
otherwise have been endangered this condition was 
accepted by the directors of the new central bank, 
although the statutes prescribed stabilisation on a gold 
basis and the pound had not as yet returned to its gold 
parity. 

The National Bank was able to commence activities on 
June 24, 1924. A few weeks later the directors stabilised 
the paper krone at the rate of 346,000 kronen to the pound, 
Favourable developments made it possible to maintain this 
rate in spite of the upward movement of the pound, which 
finally reached par in the spring of 1925. Ever since 
that date, Hungarian currency has remained stable in 
terms of gold. 

The gold and currency holdings of the new National 
Bank increased considerably in the early months of its 
existence and provided a strong backing for the stabilised 
currency. When the bank was entrusted, by Act of 
Parliament, with the control of the foreign exchanges, it 
was, therefore, able to grant considerable facilities in this 
respect until the last limitations on free exchange dealings 
were done away with on November 20, 1925, and full 
liberty was restored to the money and credit markets. 

As stabilisation de facto had now been achieved, the 
time was ripe for de jure stabilisation also. An Act passed 
in 1925 (No. XXXV.) introduced a new currency unit, the 
pengd. One kilogramme of fine gold is minted into 3,800 
pengd, from which it follows that one pengé is equal to 
0.863158 gold kronen, or to 12,500 paper kronen, while 
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FARMERS’ NATIONAL MORTGAGE INSTITUTION 


Budapest V. Géza u. 2. 


HUNGARY 
Incorporated by Special Act of Parliament. Established 1879. 
Capital 10,358,495 pengs ; 
Loans granted in 1929, 59,653,872 pengo. 


PRESIDENT : Count John de Hadik ( former Minister, Member of the Upper House, 
Hungary's representative on the Economic Committee of the League of Nations). 


The Institution is under State control, and enjoys special privileges, its mortgage loans and real estate 
transactions being free from stamp duty, as it works on altruistic lines in order to satisfy the credit 
requirements of small-holders. 














HUNGARIAN LAND MORTGAGE INSTITUTE 


Crédit Foncier de Hongrie § Magyar Foldhitelintézet 


BUDAPEST 
THE OLDEST FARM MORTGAGE BANK AND 


MORTGAGE BOND ISSUING HOUSE IN HUNGARY 


Every Description of Banking Business Transacted. 
TELEGRAPHIC ADDRESS: “ HUMUS.” ESTABLISHED 1863. 
LONDON CORRESPONDENTS: 


Swiss Bank Corporation, Hambros Bank Limited, Anglo-International Bank Limited, M. Samuel & Co., Limited. 
NEW YORK CORRESPONDENTS: 
Guaranty Trust Company of New York, Irving Trust Company. 


issues from ist January, 1926, to 3ist December, 1929: 


£2,000,000 74°, Series “‘A’”’ Sterling Land Mortgage Bonds (therefrom outstanding £1,975,000) ; 
£660,000 74°, Series “‘B’’ Sterling Land Mortgage Bonds (therefrom outstanding £660,000) ; 
Paying Agents: Hambros Bank, Limited, London; and Anglo-international Bank, Limited, London. 
$3,000,000 73°, Series ““A’’ Sinking Fund Land Mortgage Gold Bonds (therefrom outstanding $2,978,000) ; 
$3,000,000 74° Series “‘B” Sinking Fund Land Mortgage Gold Bonds (therefrom outstanding $2,978,000) : 
Paying Agents: Guaranty Trust Company of New York, New York. 























CITY OF BUDAPEST 


MUNICIPAL SAVINGS BANK 


COMPANY LIMITED. 
Head Office: BUDAPEST, V. Dorottya utca 4. 
Telegrams: ‘“ Fotakarék.” 


Thirteen Branch Offices in Budapest. 
Provincial Branch Offices at Debrecen and at Nyiregyhaza. 











DEPOSITS, CURRENT ACCOUNTS. 

DISCOUNTING OF BILLS, LETTERS OF CREDIT FOR INLAND AND ABROAD. 
PURCHASE AND SALE OF FOREIGN CREDITS AND CURRENCIES. 
ADVANCES ON SECURITIES, MORTGAGE LOANS. 

STOCK EXCHANGE TRANSACTIONS, SAFE DEPOSITS. 
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one pound sterling is worth 27.82506 pengé at the par of 
exchange. 

The credit policy of the bank was, at the outset, a 
matter of considerable difficulty. Years of currency 


inflation combined with the fundamental economic | 


changes brought about by the Peace Treaty to exercise 
a most demoralising effect on the nation as a whole, while 
the depreciation of the old krone currency had destroyed 
the working capital of the country. People had long 
engaged in the disastrous practice of constant borrowing 
in the hope of being able to pay back in currency still 
further depreciated. The pressure of demand was too 
strong for the State Note Institute, the immediate pre- 
decessor of the National Bank, and an attempt made by 
the Government early in 1924 to introduce a stable 
nominal currency (the sparkrone), the purpose of which 
was to valorise advances made on the basis of the dollar 
and gold frane exchanges, had proved quite inadequate 
to check further depreciation. This temporary expedient 
was discontinued when the National Bank began its acti- 
vities, though speculation with borrowed money for a fall 
in Hungarian currency also disappeared when it became 
clear that stabilisation had, in fact been effected. 

In the changed circumstances of the post-war period, a 
whole series of factors, which are dealt with in other 
articles in this Supplement, made it imperative that the 
encouragement of industry should be one of the main 
features of government policy. This process began dur- 
ing the inflation period, and is still being continued, albeit 
on a smaller scale, with the aid of foreign capital. More 
rapid development is hampered by the slow rate of capital 
accumulation in the country, and by the heavy tax 
burdens imposed in order to maintain budget equilibrium. 

These factors have exercised a considerable influence on 
the credit position of the country, and thus on the credit 
policy of the National Bank itself. This operates through 
a regulation of the volume of credit and through the rate 
of discount. As to the former it should be noticed that 
a portion of the portfolio of the State Note Institute was 
not taken over by the new central bank, as it was not 
considered an adequate backing for the creation of credit. 
These items increased the indebtedness of the State, which 
was transferred from the State Note Institute to the 
National Bank. Even among the bills taken over, how- 
ever, there were some which, on the soundest principles 
of classical banking, were not sufficiently liquid to serve 
as cover for the note issue, and care had to be taken that 
these holdings should be diminished as and when pos- 
sible. The difficult economic conditions prevailing at the 
time certainly justified the policy actually pursued. 

* The regulation of currency by means of the rate of dis- 
count is less effective. The shortage of capital in Hun- 
gary hampers the development of a domestic money 
market. Indeed, the money market is dependent, in the 
main, upon short-term foreign loans, as home resources 
are too insignificant to influence the market rate. There 
is thus a wide margin between the official rate of discount 
and the rates ruling in the country, and more especially 
in the provinces. The National Bank is doing all it can 
to lessen this margin, and a very considerable measure of 
improvement has already been achieved in this respect. 
A final solution will, of course, only be reached when the 
productive forces of the country are developed to the point 
at which they will themselves provide capital resources 
sufficient for the economic needs of the country. Until 
this objective is achieved, the discount policy of the 
National Bank will be only partly effective, and its influ- 
ence will be confined, in the main, to the sphere of the 
foreign exchanges and the inward and outward move- 
ments of short-term foreign credits. 





THE FINANCIAL LIQUIDATION OF THE WAR. 


By Baron Frepenic KorAny1, former Minister of Finance. 


Tus financial liquidation of the war will remain as a crush- 
ing burden in almost all civilised countries for a generation 
and more. The difficulties are perhaps greatest of all, 
however, in the countries where, as a result of the treaty 
settlement, economic and political institutions which had 





taken centuries to build up were overthrown in a single 
day. Economic reorganisation after long years of hostili- 
ties was an immediate and pressing problem which merely 
intensified these fundamental difficulties; and a series of 
crises, including the interlude of Bolshevism and the 
Roumanian invasion which followed, combined with the 
closing of their frontiers by the neighbouring States and 
the complete dislocation of long-established commercial 
and financial connections to make confusion in Hungary 
worse confounded. Inflation was inevitable, and the krone 
fell toone twenty-thousandth of its nominal value. Deprived 
of almost all its capital resources, Hungary was faced with 
the enormous burdens imposed upon it by the Treaty of 
Peace. These were all the more disastrous in that their 
amount was not fixed until 1930, and this very vagueness 
made financial reconstruction an almost impossible task. 

Down to 1924 Hungary lived as best she could from day 
to day. The Reparations Commission had a first lien on 
all the wealth of the country, and foreign borrowing was 
therefore out of the question. Moreover, the Reparations 
Commission and various inter-allied commissions com- 
pelled the Government to make many vexatious deliveries 
in kind. Down to 1930 deliveries of live-stock, horses and 
coal amounted to a total value of 30 million gold crowns, 
ships and river vessels to 132 millions, rolling stock and 
foodstuffs to 316 millions. In addition, 330,000 Hun- 
garians who had lived in territories which were now under 
foreign rule, were either expelled from their homes or else 
migrated voluntarily to Hungary. Thousands of these 
were State officials or persons receiving pensions from the 
State, and they naturally needed assistance. This alone 
meant an addition of over 80 million gold crowns a year to 
Government expenditure. Nor should we forget the ex- 
enemy holders of pre-war Government loans, who de- 
manded interest payments in gold. In a word, disaster 
was staring the country in the face, and every foreign pay- 
ment or delivery in kind merely added to the financial 
difficulties of the situation. The balance of payments be- 
came progressively worse, and foreign exchange holdings 
were conspicuous by their absence. 

Early in 1923 the Reparations Commission was forced 
by the facts of the case to give up all hope of receiving 
thousands of millions of gold crowns from Hungary by way 
of reparations. This was primarily the result of a careful 
expert study of the situation, in which the impartial réle 
played by the British representatives will always entitle 
them to the gratitude of the Hungarian people. It was 
now obvious that the vicious circle must be broken. No 
financial reconstruction was possible without the aid of 
foreign capital, and no foreign capital would be forth- 
coming until sufficient revenue was made available to 
guarantee interest payments, and this again implied a 
limitation of the claims of the Reparations Commission. 
On the initiative of the British experts, with the support 
of their Italian colleagues, the Hungarian question was 
brought before the League of Nations. The majority of 
the members of the Reparations Commission, however, 
was opposed to the Anglo-Italian plan and proposed, in 
return for lifting their lien on certain State revenues for 
twenty years, a schedule of reparations payments which 
would have wrecked the whole reeonstruction scheme. A 
compromise was not actually arrived at until March, 1924. 
The Commission then renounced its claims for twenty 
years in favour of the future bondholders and, in return, 
was to receive an annuity of 10 million gold crowns for the 
same period. The reconstruction plan drawn up by the 
economic and financial section of the League envisaged a 
period of two years for budgetary reconstruction to be 
carried out under the control of an American High Com- 
missioner, Mr Jeremiah Smith. The scheme succeeded 
beyond all expectations, thanks to the sympathetic under- 
standing shown by the High Commissioner and to the 
common-sense and self-control of the Hungarian people, 
who accepted the most heavy financial burdens. This 
work of reconstruction is really the first important step 
in the financial liquidation of the war in Hungary. It gave 
her a breathing space of twenty years, and thus opened 
her doors to foreign capital once again. But two great 
problems—and many smaller ones—-still awaited solution. 





The total debt of the country on reparations account had 
to be fixed once and for all, and the economic organisation 
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of the new territory had to be delivered from the chaotic 
condition in which it then was. 

The new reparations policy contained in the Young Plan 
opens the second chapter in the history of war liquidation 
in Hungary. The enormous reparations payments which 
had once been talked of were now seen to be absolutely 
impossible, even at the cost of the complete ruin of the 
country. But even moderate demands, combined with 
various so-called ‘‘ treaty charges ’’ which had not as yet 
been discussed, acted as a disturbing factor, since they 
amounted to claims of upwards of one milliard of gold 
crowns. Of more immediate importance was the existence 
of the lien on her wealth and revenue which made it im- 
possible for Hungary to contract any new loan. The 
Government was therefore obliged to maintain taxation 
at an exorbitantly high level in order to provide the neces- 
sary funds for road making, for railways and other State 
enterprises, the cost of which should really have been 
spread out over a number of years. But this method soon 
became impossible in its turn. 

Negotiations were conducted for nearly six months at 
Paris, The Hague and then again at Paris. Political and 
economic obstacles in the way of good relations between 
Hungary and the countries of the Little Entente had to 
be overcome. The principal of these was the refusal of the 
Little Entente to negotiate the financial liquidation of the 
war until Hungary first abandoned the claims of certain 
of her subjects—rather inaccurately described as optants— 
which arose out of Article 250 of the Treaty of Trianon. 
These claims were the result of the expropriation of landed 
property, situated in certain of the ceded territories, with- 
out adequate compensation, in the interest of what was 
called ‘‘ agrarian reform.’’ The most eminent inter- 
national lawyers of the world were divided in opinion on 
this question. It was long a source of great embarrass- 
ment to the League of Nations, which, for political 
reasons, refused to allow it to be referred to the Mixed 
Arbitral Tribunals specially set up, under Article 250 
of the Treaty of Trianon, for disputes of this kind. 
She could not abandon the claims of her citizens, 
which amounted to a total of at least one and a 
half milliards of gold crowns, and insisted that the 
treaty should be put into force. At long last, however, 
the generosity of the Great Powers enabled a settlement to 
be arrived at which, by leaving the legal question on one 
side, overcame the opposition of the Little Entente and 
enabled the whole complex of financial questions arising 
out of the Peace Treaties to be dealt with once and for all. 
In addition to the annuities fixed for twenty years in 1924 
(10 million gold crowns a year), Hungary undertakes to 
pay, from 1944 to 1966, an additional annuity of 134 
million gold crowns. In return for this, she is freed 
from all special Treaty charges. Moreover, the first 
charge established by the Treaty on all the assets and 
revenues of the country shall definitely cease to have 
effect, so soon as France ratifies the Agreements signed at 
Paris on April 28, 1930. 

Such, in brief outline, has been the fina! solution arrived 


_ at in regard to reparations and allied problems. The regu- 


lation of Hungary’s share in the pre-war debt is dis- 
cussed in another article in this Supplement, and it is to 
be hoped that this question will soon be settled once and 
for all as a result of negotiations now in progress. In 
addition, a whole series of agreements has been arrived 
at with the countries of the Little Entente. They deal 
with the various financial problems arising out of the dis- 
memberment of the financial, economic and administra- 
tive unity of the pre-war kingdom. In the economic 
sphere, war liquidation will not be complete until produc- 
tion is adjusted in a rational manner to meet the needs 
of the present sadly diminished territory of the new Hun- 
gary. This will call for foreign capital, and the imme- 
diate outlook in the international sphere naturally makes 
this a matter of some difficulty. But during the last ten 
years the Hungarian people have given proof, under 
conditions of almost unbelievable strain and stress, of 
those psychological factors of courage and of hope which 
cannot but lead to success. 
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PUBLIC FINANCE. 


By Dr. Atots pz SzaBéxy, Under-Secreta 

Ministry of Finance. 
THE Reconstruction Scheme, drawn up in 1924, aimed 
both at the financial and the economic restoration of 
Hungary. Financial reconstruction was essential to econo. 
mic prosperity, and this, in its turn, is the only sound 
basis of financial stability. Great progress has been 
achieved during the last six years, but while financial 
reconstruction was accomplished even faster than was 
originally anticipated, economic recovery has been much 
more gradual. 

With the restoration of budget equilibrium, the Treasury 
did everything in its power to further the economic re. 
habilitation of the country. The budget surpluses were 
used for a programme of capital expenditure, while reduc. 
tions were granted in nearly every direction with a view 
to reducing the heavy burden of taxation. The major part 
of the proceeds of the League Loan, originally raised for 
the sole purpose of meeting anticipated budget deficits, 
was also devoted to a programme of capital expenditure. 
This has totalled £33,500,000 during the past five years. 
Not only has the neglect of the years of war and inflation 
been made good in this respect, but State undertakings, 
such as the railways and the postal service, have been 
improved and expanded, while help has also been given to 
agricultural production. Capital expenditure on social 
and cultural services, which were indispensable if 
Hungary was to keep pace with other civilised countries, 
has included the building of elementary schools and agri- 
cultural training schools, of hospitals, and the provision 
of urban and rural housing schemes. 

Taxes imposed in consequence of the exceptional cir- 
cumstances of the post-war period have been either 
abolished or reduced. Thus the share of the Treasury in 
house rents was given up entirely, while the general turn- 
over tax was reduced from 3 per cent. to 2 per cent. as 
early as 1925, and then gradually abolished altogether on 
dealings in primary necessities such as foodstuffs and live- 
stock. The house tax and the land tax have been re- 
peatedly reduced and the excise on sugar and petrol has 
been lowered. The yield of Customs duties has also 
declined, in consequence of reduction in several items of 
the autonomous tariff. These tax reductions amount 
altogether to a total of some 220 million pengd (£8 
millions) a year, and have clearly been most beneficial 
to trade and production. On the other hand an effort 
is being made to increase the yield of income tax, first 
introduced in Hungary during the war. 

The improvement in the general economic situation, 
which was greatly stimulated by tax reductions and the 
capital investment policy of the Government, the local 
authorities and various private undertakings, reacted 
favourably, in its turn, on the public revenue. The up- 
ward movement of Treasury receipts was, however, 
checked first by the extension of tax reductions and later 
by the general economic depression. During the past 
three financial years public revenue has been approxi- 
mately stable. It amounted to 961.4 million pengo 
1927-28, to 964.9 millions in 1928-29, and to 953.9 
millions in 1929-80. The general progress of Government 
revenue since 1924 is shown in an adjoining table. It 
will be seen that the yield of taxes proper decreased 
in the financial year 1929-30, though this movement 
was counterbalanced by an increase in departmental 
receipts. With certain relatively unimportant exceptions, 
this latter rise is mainly due to the fact that depart mental 
receipts include certain taxes which serve a special pur- 
pose such, for example, as contributions paid for the main- 
tenance of invalids, or the motor tax, which are really 10 
the nature of direct taxes, and show an upward tendency. 
Interest and amortisation payments on investment loans 
granted in previous years also figure under this head, and 
they increased during the past financial year. 

The world economic crisis naturally affects Hungary, 
and it is, therefore, not surprising that receipts from taxa 
tion should show a falling tendency at the present time. 


TY Of State, 
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GOVERNMENT REVENUE Since 1924. 


























Collected in Collected 

wey te8 | in the first 

1930-31. | 4 months 

1924-5. | 1925-6. | 1926-7. | 1927-8. | 1928-9. | 1929-30. of 1930-31. 

Million Pe : 

Lend tas - SER TT EE 24-6 41-0 44-9 45-2 103 36-1 31-0 9-7 
UND ORT. secevecsesecesccccsssncssoscenscesoone 10-5 26-2 44-1 55-6 69-5 70-2 68-0 21-3 
en eee cunts socceccocsndiius 20-0 11-7 vibe p see 
ita sditscensineneieen 10-3 8-8 12:1 14-6 21:8 18-6 20-0 6-2 
Income and capital tax ..................... 43-0 53-6 57-5 56-8 48-3 59-8 56-0 17-5 
Other revenue  ..............cccccceceeeceseeees 3-1 15-3 7-9 5-8 5-2 2-1 1-8 0-6 
Total of direct taxes ......-..cc.cscsese-. 111-5 | 156-6 | 166-5 | 178-0 | 193-1 | 186-8 | 176-8 | 55-3 
Pumaver tomes idttnlibdistinastcevceninninnne 177-8 135-9 141-3 140-8 131-8 104-4 111-4 25-0 
Stamps HAND s-sesencoscesssrernsonnsiseees 72-7 85-2 106-6 109-7 111-9 112-0 103-4 33-0 
SNE daddiedaaitinbtesccibseccoceseascesccccance ws as Rg at: 102-0 95-5 101-0 = 
eh Ratiabepedsiiedasytcnadidbatneoaroce 48-1 124-5 96-6 108-1 
Tobacco monopoly ...............0s.0ee0ee00s 107-1 123-0 135-2 151-2 154-4 151-8 158-0 48-0 
Salt monopoly..............00000++ patireenenionn 20-1 24-2 24-7 24-8 25-0 25-1 24-2 8-0 
Saccharine and lottery monopolies ......... 0-5 0-8 1-3 1-6 1-6 2:0 2-0 0-9 
Tax on railway traffic ..............s0000ss00 11-9 15-4 15-2 15-9 16-2 15-4 16-0 5-0 
Departmental receipts ...............s000.c00 60:8 70-0 82-4 93-9 104-4 164-3 95-8 29-8 
ee 751-8 | 814-8 | 901-1 | 961-4 | 964-9 | 953-9 | 896-7 | 264-0 


























This calls for energetic measures on the part of the Govern- 
ment; while budget equilibrium must be maintained at all 
costs, help must be given in every direction in which help 
is possible. The crisis in agriculture is now particularly 
acute, but, paradoxical though it may sound, the fact that 
Hungary is essentially an agricultural country is actually 
an advantage in some respects. The agricultural com- 
munity is very largely self-sufficing, while the low price 
of foodstuffs is of great assistance to the industrial popu- 
lation. Government assistance to agriculture is, however, 
essential. It takes the form of schemes for increasing pro- 
duction, facilities for marketing, and the remission of 
taxes. The granting of bounties (Boletta) should also be 
included under this head. Efforts are being made to 
provide work for the unemployed on roads, railways, river 
regulation and the like. To cover this exceptional expendi- 
ture, and to meet the fall in revenue, steps are being taken 
to reduce general expenditure in every possible direction. 
The administration is being simplified, and the cost of 
personnel and supplies cut down. The budget estimates 
for the year 1930-31 already show a falling tendency. 
Administrative expenses have been reduced to 895.7 
million peng, as against 920.8 millions in the previous 
year, while the expenditure on State enterprises shows 
at 502.4 millions, as against 507.8 millions. In conse- 
quence there is an estimated surplus of 3 million peng®é, 
apart from the sum of 47.3 millions, earmarked for 
capital investment, which represents an important budget- 
ary reserve. 


The real significance of these reductions is that they 
help to stem the rising tide of State expenditure, and 
even make it possible to meet certain unavoidable in- 
creases, such, for instance, as the advance in pensions— 
for as old pensioners die their place is taken by others 
who, on the basis of their present salaries, are entitled to 
higher rates of pension—in treaty charges and certain 
other items. The estimates of the principal heads of 
expenditure for 1930-31 are as follows :— 


Million pengd. 
State 
Administration. Enterprises. 
Public Debt and Treaty charges .... 101- 3:9 
Personnel ............cececeeeeeeeeeseeees 303-4 141-0 
RE en Eee 125-6 80-6 
Subsidies to autonomous bodies for ans 
pensions and personnel ............. . — 

Supplies and working expenses ...... 284-9 254-3 
Investments.............ccceeeeeeeeeeeeees 24-7 22-6 


Estimates now in preparation show that expenditure will 
be still further cut down in the Budget for 1931-32. But 
in view of the present economic position, which may lead 
to a decrease in revenue and, possibly, to an increase in 
expenditure, over and above the provisions of the Budget, 
attempts are being made to economise still further. A 
scheme has been adopted by which the number of officials 
will be reduced by 10 per cent. over a period of six years. 


As dismissals would only lead to social unrest, it has been 
decided that vacant posts shall not be filled. In addition, 
immediate reductions have been effected in certain supple- 
mentary allowances of the State employees, and other 
eccnomies include those made in supplies, which are 
greatly facilitated by the fall in prices. These measures 
together should lead to a reduction of at least 25 million 
pengd in administrative expenditure, and 20 millions in 
the State enterprises. This, however, will not suffice to 
cover the expected fall in revenue, so a special progres- 
sive tax on official salaries and directors’ fees is to be 
introduced. This new burden may be justified by the 
fact that, while the income of other classes of society 
has been reduced owing to the unfavourable economic 
situation, those receiving a fixed salary have benefited 
by the fall in prices. The cost of living index number for 
a family of four now stands at 103, as against 120 
eighteen months ago. 

Now that the agreements of the Hague and of Paris 
have settled the reparations question once and for all, the 
last obstacles in the way of contracting a foreign loan 
have been removed. When the position of the inter- 
national money market is such as to make possible the 
raising of a long-term loan, the Government will be able 
to proceed with its investment programme, and thus con- 
tribute still further to the improvement of economic con- 
ditions. In the meantime it has discounted Treasury 
Bills to a total of £3,150,000 for a period of one year to 
enable it to carry out urgent public works. 





According to the monthly returns of the Finance 
Ministry, expenditure in the last four financial years has 
been as follows :— 


(In million pengd.) 
Surplus of Revenue 
Expenditure. over Expenditure. 


BN oo cccscisecitnesesecguarane 779-6 + 121-5 
FREED 4 .cccidscsidecsdvideccosus. 864-4 4+ 97-0 
TEC TESTE 964-6 1 O3 
elcome eno 953-9 + 02 


According to the Budget for 1930-31, the total National 
Debt on June 30, 1930, excluding amounts due for 
Reparations (which amount to 200 million gold kronen for 
twenty years from 1924) amounted to 1,496.0 million 
pengd (£53,750,000), as against 1,516.2 millions at 
June 30, 1929. The amounts of internal and external 
debt at June 30th last were as follows :— 


Internal Debt. External Debt. Total. 





Pengo. Pengo. Pengs. 
Consolidated Debt...... 84,582,559 1,242,397,724 1,326,980,283 
Floating Debt ........... 82,802,968 86,250,321 169,053,289 
Total Debt....... 167,385,527 1,328,648,045 1,496,035,572 





Further details of the total debt are given on p. 13. 
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HUNGARIAN COMMERCIAL BANK 
OF PEST 


(Pesti Magyar Kereskedelmi Bank) 
BUDAPEST 


Telegrams: “COMMERZ” 


Royal Charter 1841. 


Oldest Bank in Hungary. 





50 BRANCHES AND AFFILIATED BANKS IN HUNGARY 





Affiliated Banks in 
BULGARIA, CZECHOSLOVAKIA, POLAND, RUMANIA and YOUGOSLAVIA 





CORRESPONDENTS ALL OVER THE WORLD. 


EVERY KIND OF BANKING BUSINESS TRANSACTED. 














Hungarian-Italian 
Bank Limited 


(Banca Ungaro-Italiana Societa Anonima). 
(Magyar-Olasz Bank R.T.) 


Afhliation of the 
BANCA COMMERCIALE ITALIANA, MILAN 
Head Office: 
Budapest, V. Nador-utca 16. 
Telegraphic address: Bankunit. 


Capital fully paid 20 million Pengo. 
‘Reserves about 6 million Pengé: 


Nine City Branches and wide network of 


Country Branches and Afhliated Institutions 
throughout Hungary. 





The Bank affords every facility for banking 
business with Hungary. 





Special attention is directed to the 7 and 7}° 
Dollar and Pound Sterling M Salt 


ortgage 
issued by the Bank. Particulars will be 
sent on application. 














FIRST NATIONAL SAVINGS-BANK 
CORPORATION OF PEST 


(Pesti Hazai Elsé Takarékpénztar-Egyesiilet) 


BUDAPEST :: HUNGARY 
IV., Deak Ferenc-utca 5. 





THE OLDEST AND GREATEST 
SAVINGS-BANK OF HUNGARY 





Established 1839. 


Capital - 
Reserves - ° 


Cable Address: TRESOR 


P 20,000,000.— 
P 14,885,000.— 


Ten Branches in Budapest. 
Affiliated institutes at all important places of Hungary. 
Correspondents in all important markets of Europe 
and in the United States of America. 


Purchase and Sale of Securities, 
Foreign Exchange Issues, U.S. $ 
Sinking Fund Mortgage Bonds, 7% 
Letters of Credit 
Remittances 
Mortgage Loans 
Discount of Bills 


DEPOSITS IN HUNGARIAN AND FOREIGN 
CURRENCIES. ALL KINDS OF BANKING 
BUSINESS TRANSACTED. 
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NATIONAL DEBT. 


CONSOLIDATED Dest. 


Annual Service 
Amount on Interest and 








June 30, Sinking 
1930. Fund. 
Pre-War Debts. (In pengé.) 
OF Gare Fae eo ccc ese pecgnscscessons 672,377,200 11,135,213 
yy ee a ae ae 20,633,235 331,847 
44% Rente, 1913* _ ................0.00. 18,609,986 297,386 
44% Amortisation Rente, 1914* 93,237,358 2,033,362 
NN SSSA LEAD E AEE LER 170,890 49,202 
RE iccccwiiteccccincteccsecséccvccne 75,121,529 1,629,051 
Administrative expenses ............... eis 29,998 
WO I osctiesvepbowepecdpcens coe ccég ccc cons 752,230 42,874 
Post-War Debts. 
74% League of Nations’ Loan, 1924 327,616,612 39,672,180 
6% French Franc Bonds ............... 13,512,000 898,280 
63% French Franc Bonds ............ 25,219,248 1,780,560 
34% Clearing Bonds ..................... 16,229,995 1,995,350 
5% Internal Forced Loan, 1924 ...... 65,500,000 3,194,880 
Siidbahn Amortisation .................. faa 6,357,630 
Administration expenses of the Clear- 
EESTI ‘nensnoscgnestnictensanreeessne 3,737,226 
Total amount of Consolidated Debt 1,326,980,283 73,185,039 


FLOATING DEBT. 
Annual Service 


Amount on Interest and 


June 30, Sinking 
1930. Fund, 
Pre-War Debts. (In pengd.) 
French Clearing ............0cececeeeeseees -— 766,944 
po ry aero 55,770,000 13,965,500 
RID SII bnnciscsccccoccccsccscccess 3,754,375 2,148,219 
Belgian Clearing............+:.sesseeeeeees 5,596,500 953,285 
Smaller items and Administrative 
GED voccccesesccecnccasesecocseeseves 34,112 22,748 
Post-War Debts. 
oc enbedpcanenchance’ 11,018,767 397,643 
BT COND. ci cctadsantracreniecccensaves 143,206 7,079 
Floating Debt with the National Bank 82,796,568 1,197,922 
6% French Frane Treasury Bonds... 5,886,718 3,137,850 
6% Lire Treasury Bonds ............... 4,053,043 931,512 
Total Floating Debts — ...............000005 169,053,289 23,528,702 
Total Consolidated Debts ............... 1,326,980,283 73,185,039 
Total indebtedness. ............... 1,496,033,572 96,713,741 


* Under the Innsbruck Protocol of 1923, Succession States to the 
Empire of Austria-Hungary agree to provisional arrangements or 
apportionment and service of Austro-Hungarian pre-war debt 
involving the establishment in Paris of a Caisse Commune (on which 
various national groups of bondholders are represented) to manage 
the service of debt and payment, spread over twelve years, 1926-37, 
of arrears since the Austrian and Hungarian Peace Treaties to the 
end of 1924 at 32 per cent. for gold rentes and 27 per cent. for 
4} per cent. loans, and payment of current service from April 1, 
1925, at same rates, these terms to be subject to revision before 
1931 if the financial position of States concerned improves. 





BANKING. 


By Pamir Weiss, President of the Hungarian 
Commercial Bank of Pest, Member of the Upper 
House. 


Tue Treaty of Trianon, by reducing Hungary to nearly a 
third of its former size, has had a most important influence 
on banking business, the present volume of which is natur- 
ally very much less than that in the pre-war kingdom. 
Every effort has been made to reduce the number of banks 
and savings institutions, originally created to meet the 
needs of a much larger country. Banking amalgamations 
lead to considerable economies, more especially as regards 
overhead charges, and thus enable the leaders of the 
banking world to provide cheaper credit facilities for com- 
merce, industry and agriculture. 

In 1928, at the height of the inflation period, there 
were 698 banks and savings banks controlled by the 
Central Corporation of Banking Companies. This 


number had decreased to 529 at the end of 1929. 
Thanks to the efficient control of the smaller institutes 
by the Central Corporation of Banking Companies no 
failure of importance has occurred in Hungary since the 
end of the war, in spite of the serious financial difficulties 
of the upheaval following the war and the demoralising 
effects of inflation. 











In 1925 all financial institutes drew up gold balance 
sheets. Since the reconstruction of the national finances 
banking shows a steady development. Whereas the total 
resources of all financial institutes controlled by the 
Central Corporation of Banking Companies in 1925 
amounted to 1,688.6 million pengd (£60,000,000), at the 
end of 1929 they totalled 4,424.1 million pengé 
(£159,000,000). 


In order to illustrate the expanding activities of the ten 
principal Budapest banking institutions it will suffice to 
point out that their total assets have more than doubled 
in the last three years, totalling 2,177.2 million pengéd 
(£78,000,000) at the end of 1929, as against 1,058.7 
million pengé in 1926. Net profits rose within the same 
period to 34.6 million pengéd (£1,250,000), as against 17.3 
millions in 1926. The half-yearly balance sheets of the 
main banking institutions, which are summarised on 
page 15, reveal that their position is strong and that 
business, in spite of the economic depression of the 
present vear, was satisfactory. 

The substantial increase in the capital, reserves and 
deposits of the banking institutions is due in a consider- 
able degree to the participation of foreign funds which 
were placed at the disposal of Hungary through the inter- 
mediary of the main institutions of Budapest in the form 
of short and long-term loans. Thus Hungarian banking 
has played a very important part in the financial recovery 
of the country. The recent trend of internationalism in 
banking is shown by the fact that foreign capital is in- 
terested in almost all Hungarian banking institutions of 
importance, and shareholders include British, American, 
German, Austrian, French, Swiss and Italian groups. 


It is of interest to note that there is practically no 
difference, so far as business is concerned, between banks 
and savings banks, since both are not only interested in 
accumulating deposits and making advances to their 
customers, but are more or less engaged in financing and 
participating in commercial and industrial undertakings. 
The provision of mortgage loans to landed and urban pro- 
perty is one of their main activities. 

In those States whose frontiers were enlarged by the 
Peace Treaties—and above all in the so-called Succession 
States—large new banks have been formed. The 
Hungarian institutions, established in what was formerly 
Hungarian territory and working there up to the over- 
throw of the old monarehy, are thus faced with very 
serious competition. In consequence of its geographical 
position, Budapest was formerly one of the international 
banking centres for the South-East European States— 
Serbia, Bulgaria, Roumania, Greece and Turkey. Prior 
to the outbreak of war several large Budapest banks were 
heavily interested in the principal banking institutions of 
these countries, whether by direct capital participation, 
by the granting of credits, or in various other ways. The 
financial and economic relations between Budapest and 
the Balkans were becoming closer and more intense each 
year. Budapest was marked out as an intermediary be- 
tween the East and the West, not merely by its geographi- 
cal position, but also by the fact that Hungarian bankers, 
with many years of experience behind them, have very 
wide first-hand knowledge of financial and economic con- 
ditions in the Balkan countries. 

As railway and air connections, together with 
the telegraph and telephone, bring the Balkan countries 
each day nearer to the financial markets of the West, the 
leading bankers of these countries will come to realise 
more and more that it is in their own interest that advan- 
tage should be taken of the exceptional facilities offered 
them by the well-conducted and experienced banking 
institutions of Budapest and Vienna. These latter, thanks 
to years of close business relations, know the outlook of 
the Western banking centres, more particularly as regards 
credit business, better than do their colleagues further 
East, and are thus in a position to assist them in a whole 
variety of ways. In Hungary, Austria, Serbia, Bulgaria, 
Roumania, Turkey, Greece and even Albania, Western 
capital could find a most profitable field for investment, 
both in finance and in industry, and there can be no doubt 
as to the value and importance of the réle which Ere y 
Hungarian bankers could play in any activity of this kind. 
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Hungarian Discount 





and Exchange Bank 


(Magyar Leszamitolé- és Pénzvalté-Bank) 


INCORPORATED BY 
ROYAL CHARTER 
IN 1869 


FORMERLY : 


C. J. MALVIEUX 


ESTABLISHED IN 1829 


Accounts in pengo and other currencies, 
bearing interest, also opened. Foreign 
Exchange and Banking Business of 
every description undertaken. Drafts 
and documents on Hungary collected 
on most advantageous terms. Mort- 
gage and Bonds Department. 
Money Order Department. 
Merchandise Department. 
General Warehouses. 


10 Branches in Budapest 


Branches and Affiliations in Hungary: 


Baja Mezicsat 
Bekéscsaba Mezikovacshaza 
Debreczen Miskolc 
Gyéngyés Nagykanizsa 
Gyér Nagykérés 
Igal Nyiregyhaza 
Kaposvar Oroshaza 
Kecskemét Papa 
Kiskunhalas Sarvar 
Mako Szarvas 
Matészalka Szeged 
Szombathely 

















HUNGARIAN 
GENERAL 


CREDITBANK 


Magyar Altalanos Hitelbank 
Ungarische Allgemeine Creditbank 





Head Office : 
BUDAPEST, V. Jozsef-tér 3. 


Founded in 1867. Telegrams : “ CREDIT.” 





Share Capital and Reserves 
65,000,000 pengo 





Eight Branches in Budapest. 


Branches in Baja, Debreczen, Eger, Gyér, Kecskemét, 
Miskolez, Nyiregyh4za, Pécs, Satoraljaujhely, Sopron, 
Székesfehérvar, Szeksz4rd, Brasov, Oradea, Timisoara, 


Fiume. 





Banking Business of all 
Descriptions transacted 





Correspondents throughout the world. 





7 and 73% Gold Mortgage Bonds 


U.S.A. Currency 


HUNGARIAN GENERAL 
CREDITBANK 





The Mortgage Bonds are issued on the Basis 

of loans granted in conformity with the exist- 

ing Laws and the By-laws of the Bank and 

covered by mortgages upon agricultural and 
urban properties. 

The Mortgage Bonds give a high yield conform- 

ably to the situation of the money market. 
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SUMMARISED BALANCE SHEETS OF PRINCIPAL BANKS AT JUNE 30, 1950. 


(In thousand pengé.) 
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s 28,432 
a J 8, 96,011 | 208,872 | 17,364 34,171 | 43,405 1,270 | 10,996 7,250 563 73,315 | 333,614 | 12,202 | 23,793 6,836 
Pest as 42,2 
ats guacencese . 60 | 109,612 | 104,941 5,721 | 47,892 | 70,573 2,556 6,120 9,227 63,727 | 266,950 | 34,854 | 29,069 4,303 
. aaa fe eeece ,628 | 66,037 72,735 | 11,605 13,347 18,050 1,058 5,478 3,237 eee 44,297 | 136,377 5,395 | 11,1935 3,913 
26,290 | 105,636 40,700 3,977 8,828 | 72,173 1,264 8,800 3,478 312 37,563 | 185,617 | 25,705 | 19,847 4,726 
Beak Co... | 12,394 | 68,330 36,225 2,769 6,818 | 42,715 1,351 3,626 1,763 23 35,103 | 102,920 5,818 | 27,006 5,166 
RL . 9,179 | 69,010 42,442 2,225 5,149 | 57,359 2,384 2,372 2,000 39 28,879 | 110,375 9,170 | 43,218 S47 
x — 10,413 52,173 | 46,345 5,426 14,648 | 57,166 2,043 2,400 3,657 1,335 25,834 | 112,521 19,359 | 35,296 2,986 
Savings Bank of 
soe ibeiiaahadien 17,799 | 53,055 | 49,619 4,392 | 13,085 | 27,305 1,068 2,384 Pp na 22,707 | 127,385 17,285 1,330 
o- city —— 3,763 | 22,683 | 26,956 2,552 5,744 tee 1,372 651 100 19,050 | 44,239 ane “ 532 
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Institute | 14,330 | 21,317 | 14,434 1,073 32,399 1,331 597 199 10,855 | 40,075 | 10,298 | 24,353 99 
THE CO-OPERATION OF BANKS AND 


INDUSTRY. 


By Dr. Trsor pg Scirovszky, former Minister of Foreign 
Affairs, General Manager of the Hungarian General 
Credit Bank. 


Tue principal Hungarian banks have, from the very 
beginning, taken a leading part in the industrial life of 
the country. This is due, above all, to the fact that 
Hungary was always short of funds and that private 
individuals with adequate supplies of capital were not 
forthcoming in sufficient numbers to take the lead in 
establishing industrial undertakings. The principal bank- 
ing institutions, however, had greater capital resources 
and were in a much better position to market the shares 
of the leading industrial undertakings. This situation 
was, of course, very similar to that prevailing in Austria 
and in Germany. In consequence, the large Hungarian 
banks became both shareholders and creditors, a com- 
bination which implied a very wide measure of influence 
and control in the nascent industrial undertakings of the 
country. Moreover, in establishing this close co-opera- 
tion in the organisation and development of industry, 
they were actuated not merely by their own immediate 
interests, but also by economic considerations of a more 
general character. The need of encouraging industrial 
development had long been felt, though, so long as the 
Dual Monarchy remained, this policy was hard to carry 
through to a successful issue in face of the keen competi- 
tion of the older-established Austrian industries. Even in 
pre-war times, however, certain Hungarian industries had 
succeeded in achieving a remarkable measure of success. 

The Treaty of Trianon dislocated the economic structure 
of Hungary and made the need for industrial develop- 
ment still more apparent. A country so densely populated 
as the new Hungary, with 93 inhabitants to the square 
kilometre, as against 65 in the old kingdom, was obviously 
compelled not merely to adapt its agriculture to the new 
conditions, but also to promote industrial production in 
every possible way, in order to afford an outlet for so 
dense a population. Industrialisation would make the 
country less one-sided, by diminishing its exclusive 
dependence on agriculture—a factor of the very greatest 
importance in view of the unfavourable world outlook for 
agricultural produce—it would strengthen the home 
market, improve the trade balance, and reinforce the very 
basis of the public revenue. Moreover, this course was 
further dictated by the general movement towards self- 
sufficiency in all the surrounding countries. 

Under these conditions, it was most fortunate that the 
banking organisation of the country was both ready and 
able to meet the needs of industry. Indeed, the réle of 
the banks became even more marked than it was before 
the war, since the of hostilities and of general 
inflation had reduced the working capital of industry to 
the merest fraction of its former self. The banks not only 
helped with their own assets and with the resources placed 


at their disposal by people living within the country itself, 
but also obtained foreign credits with which to increase 
the working capital of the various industrial undertakings, 
then so sadly depleted. They came to participate more 
and more in industrial companies and also placed indus- 
trial shares, both at home and abroad. Their support was 
all the more valuable since Hungary, now independent in 
the economic sphere, was able to adopt a Customs and 
trade policy of its own, with a view to encouraging home 
industries. Even though the present network of com- 
mercial treaties has somewhat relaxed this protectionist 
system, Hungarian industrial life has undergone a con- 
siderable transformation during the past decade and many 
branches have progressed in a truly remarkable manner, 
in spite of adverse trade conditions. This is in itself a 
proof that the foundations have been well and truly laid. 
A favourable factor is, of course, that, with one or two 
exceptions, Hungarian industries produce for the home 
market: at the present volume of production, exports 
play only a subordinate réle. The relative smallness 
of the industrial equipment has the further advantage 
that works carried out for the State, the municipalities 
and other public bodies are proportionately of greater im- 
portance than in other countries where governmental 
activities are of similar magnitude, but where industriali- 
sation has gone much further. Moreover, this fact 
accounts for the low rate of unemployment, which is only 
really of importance since the general world crisis has 
become more acute. Even to-day the number of unem- 
ployed registered by the trade unions amounts to no more 
than some 23,000. This is obviously an important con- 
sideration when assessing the present standing of the 
principal Hungarian banking institutions. 

As the industrial participations of the banks were often 
of long standing, they were estimated on a very con- 
servative basis when gold balance sheets were introduced. 
Indeed, the decline in share quotations has affected the 
banks relatively little, and this has made them the 
more willing to continue their financial support to the 
industrial undertakings in which they are interested. By 
helping the transition from agriculture to industry, the 
banks have rendered great service to the economic life of 
the country. They have also profited by the extension of 
credit business which has naturally followed. 

The wisdom of this policy of co-operation between banks 
and industry has been confirmed by the endeavours re- 
cently made in Great Britain and France with the same 
end in view. Even in these highly developed countries, 
where development has been on entirely different lines, 
the need for the banks to take a more active interest in 
industry has been recognised in these hard times. 

The future of Hungarian industry is full of great possi- 
bilities, and the prospects facing the banks are most 
promising. It is, therefore, highly desirable that the 
intimate co-operation of banking and industry, which has 
been so beneficial in the past, should continue in the 





future. 
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Ill.—HUNGARY’S ECONOMIC ACTIVITIES. 


AGRICULTURE. 


By Our Bupapest CoRRESPONDENT. 


Hungary is predominantly an agricultural country. More 
than half of its population is directly dependent on the 
products of its soil. It is natural, therefore, that the 
world-wide agricultural depression should be keenly felt. 
The export of surplus products is being made more and 
more difficult by the low export prices and the protective 
duties of the importing States. Hungary is unable to 
protect her agriculturists by the imposition of Customs 
duties because, since she is an exporting country, her 
prices adjust themselves to the extremely low export 
prices of the world market. 

The Hungarian farmer who, in pre-war times, enjoyed 
the protected market of the Austro-Hungarian monarchy, 
is hardly hit by the changed conditions. In addition, Hun- 
garian agriculture is adversely affected by the discrepancy 
between industrial and agricultural prices. The protective 
duties accorded to domestic industries inflict a heavy 
burden on agriculture. Whereas the price of cereals and 
live-stock is below pre-war level, both wholesale and retail 
prices of industrial commodities needed by farmers are 
far above pre-war prices. The Government is endeavour- 
ing to help the farmers by bounties, tax remissions, cheap 
export credits and freight reductions, but no effective aid 
could be given by national action in a world-wide agricul- 
tural depression like the present. Only a concerted action 
of the agricultural States could materially improve the 
situation. 

In consequence of the land reform carried out after the 
war, 70 per cent. of the arable land of the country isowned 
or rented by small holders. It is true that land reform in 
Hungary was less ambitious in scale than in the South- 
Eastern European States, but the good effect of its 
moderate character is demonstrated by thé fact that total 
Hungarian production was not only maintained but even 
increased, whereas in the neighbouring countries, where 
the reform was more violent, the consequences were 
a serious reduction of the sown area and produc- 
tion. This proves that Hungary, while realising the social 
and political urgency of agrarian reform, did not carry it 
to extremes but carefully observed the economic and 
financial aspects of the problem. The compensation for 
the land *‘ allotted ’’ was financed out of the $36 millions 
loan granted by the Swedish Match Trust on satisfactory 
terms. A considerable part of that loan, not absorbed by 
the financing of land reform, is being used to aid with 
cheap credits the small holders. 

The most important problem of Hungarian agriculture 
besides low prices and marketing difficulties is the pro- 
vision of credit. In the absence of sufficient domestic 
resources, recourse had to be made to foreign borrowing 
in order to enhance the productive capacity of the soil. 
But credit facilities, especially for rural districts, are far 
from being satisfactory. Whereas in pre-war times land 
mortgage bonds were placed on the principal foreign 
markets at 4 and 44 per cent., long-term loans issued in 
recent years bear interest of 7 and 74 per cent. Hence, 
the debts contracted by farmers are far more onerous 
than in pre-war days, both for long- and short-term loans. 
The cost of mortgage loans is around 10 per cent., and 
14-15 per cent. is often paid in rural districts for short- 
term credits. As a considerable portion of the farmers’ 
debt is not consolidated, it is highly important that these 
should be converted into mortgage loans at the earliest 
period. 

The provision of credit for agriculture is in the hands 
of the big banks of Budapest and the small but well- 
established provincial institutions. There are also certain 
credit institutions working on a non-profit-making basis 
with Government control and participation, whose aim is 
to help the farmers with cheap credits, to finance land 
allotments, settlements, etc. Although the indebted- 
ness of agriculture is by no means great, it amounts to 


about 1,428.7 million pengé (£50,500,000) at the end of 
1929, as against 3,000 million pengé (£108,000,000) in 
1913, its annual burden amounts to 170 million pengé 
(£6,000,000), as against 160 million pengé in 1913, as q 
result of the higher rate of interest. 

The Government has recently appointed an independent 
commission to acquire the land of the heavily indebteq 
large holdings on satisfactory terms for allotments to 
small holders. This plan is sound, because in times of 
agricultural depression the small holders cultivating their 
own land are better placed to withstand the crisis than the 
big landowners dependent on expensive credit and labour 
The fact that two-thirds of the small holdings are free 
from debt and only one-third moderately indebted affords 
good evidence of the sound basis of our agriculture. The 
indebtedness of the medium-sized and large holdings js 
proportionately greater than that of the small holdings, but 
none the less more than half of these holdings are entirely 
free of debts. The following tables show the sown areg 
and the crops harvested in the last ten years, and demon. 
strate that after the collapse of the war and the chaos 
caused by revolution and inflations the average produc- 
tion of pre-war years has been attained and even surpassed 
in the last few years. Yet agriculture is far from being in 
its full development, and with ample credit resources and 
better marketing conditions Hungary’s economic position 
may be considerably improved. 


Sown AREA IN THOUSAND CADASTRAL ACREs.* 


1S] 1920. 1921, 1922. 1923, is24] 1925, rs2¢ 1921, 1928.| 1929, 











2,661) 1,863) 2,022) 2,467) 2,323] 2,534) 2,510) 2,630) 2,835] 2,894) 2,740 
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04 54 116 112) 114, 130 


7 7 90} 11 
Vineyard... 79] 329) 36 374) 382] 384) 382) 382) 384) 384) 374 

















* 1-421 acre = 1 cadastral acre. 


Crops rn 1920-1930. 

(In Million Quintals.) 

Beet 

Wheat. Rye. Barley. Oats. Maize.Potato Sugar. 
7: 4-4 15-1 19-4 
: 20-7 
12:5 
13-2 
13-3 
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23-1 
18-7 
20-0 
14-7 
21-7 
16-2 


Year. 


@ 


. 


_ 
@ bo to @ bo 
~j 


ADnDkPWUBAAH 
aSSREERS eave: 


POBNSONIMAG 
PH ADANWTIIMDH DA 


Ss IOUWURIOWAROLOKO 


i 


POANNOUNWOW>)-) 
NKFOWOANWOW ND WD 
pe Oe es one 0s 08 be bt 


SESSBSE5S 

2 OhOCOSUNOS 
aan2a6 
ee 


Ff 


Huneary’s Live Sroox 1 1,000’s. 








19n. rea [1s [rsa joes [108 927. 1828. [1908 ° one 





2,150} 1,828] 1,819) 1,896} 1,920) 1,847] 1,805) 1,812) 1,819) 1,785 

896) 717) 81 850} 876) 855) 903) 91 892} 860 
3,322] 2,473] 2,133) 2,458] 2,633) 2,520) 2,387| 2,652] 2,582) 2,562 
2, 1,352] 1,587] 1,814] 1,891) 1,804) 1,613) 1,566) 1,573) 1,465 














The greater part of Hungary’s national wealth is the 
land, and the main item of its national income is the 
produce of its land. It is therefore of paramount 1m- 
portance for the welfare of the country that agriculture 
should receive every assistance from the Government, 
and from the credit institutions, as the excellent quality 
of the soil and the energy of the farmers will always be 
the economic backbone of Hungary. The cost of produc- 
tion of agriculture must be reduced by all means and all 
fiscal measures ought to be taken to secure that end. 
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INDUSTRY. 


By M. Henry FELungr, President of the Federation of 
Hungarian Industries, Member of the Upper House. 


Tue industries of Hungary date back to the middle of the 
nineteenth century. At that time there were steam mills, 
distilleries, and hemp mills, all of which worked up the 
raw materials of agriculture, and, in addition, a few iron- 
foundries and machine shops. In course of time, these 
developed into large-scale undertakings, around which 
there sprang up representatives of almost every type of 
industrial production. This expansion was favoured by a 
plentiful supply of coal and a sufficient reserve of iron ore, 
by cheap labour, by the steady growth of credit institu- 
tions and, finally, by the existence of a relatively large 
home market. These factors would, indeed, have led to 
an even greater measure of industrial development, but 
for the fact that the existence of the large free-trade area 
of the old Dual Monarchy, of which Hungary formed a 
part, acted as a limiting factor. The industries of Austria 
proper and of Bohemia were of much older standing, and 
Viennese industrialists were sufficiently influential at 
Court and in Government circles to prevent the establish- 
ment of an independent Hungarian tariff administration, 
which was ardently desired by Hungarian political and 
economic opinion. Hungary thus turned her attention 
primarily to agricultural production, in which she was 
favoured by her geographical and climatic position, and 
neglected her resources in coal and minerals generally. 
The failure to satisfy Hungarian aspirations in the indus- 
trial sphere led, in 1907, to the passing of an Act for the 
encouragement of industry. Under its protection the 
industrial life of the country developed steadily, in spite 
of certain temporary setbacks. This upward process was 
only checked as a result of the World War and the Treaty 
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of Trianon. Important raw materials and the greater 
part of the former home market passed under the control 
of the neighbouring States. The difficulties of the situa- 
tion were enhanced by the fact that factories had sprung 
up above all in the neighbourhood of Budapest, and the 
treaty settlement thus left an overwhelming proportion 
of the industrial undertakings inside the frontiers of the 
new Hungary, while of the total consuming population, 
which stood at some 22 millions before the War, approxi- 
mately 134 millions were lost to Hungary. 

The country as now constituted was thus over-equipped 
in the industrial sphere. To solve this difficult problem, 
superfluous factories in one line of production have, so 
far as possible, been re-equipped for the production of 
other industrial products and if, even at the present day, 
many factories are compelled to produce at well below 
their actual capacity, it is none the less true that the 
situation has much improved in this respect since the 
termination of hostilities twelve years ago. 

This development has been made possible thanks to 
the internal consolidation of the country, to the financial 
reconstruction carried through under the egis of the 
League of Nations, and to the introduction of a policy of 
protection. It is true that the duties laid down in the 
autonomous tariff of 1924 have been modified in practice 
by the conclusion of a number of commercial treaties, 
and even these reduced duties have not always come into 
full play on account of changes in the general economic 
situation. Nevertheless, this measure of Protection has 
enabled industrial production to advance to such an 
extent that, in 1928, the last year for which statistics 
are available, it accounted for 2,847 million pengdé, or 46 
per cent. of the total national output of 6,174 million 
pengd. The share of the principal branches of industrial 
production was as follows :— 


Million Pengé. 


Industries producing foodstuffs, &c.......... 1,106 
IED sccesnecsssngneverapnotngntntoeacunsantoagntin 440 
ED OID: csansenccicncbeonnesoseaceconceve 317 
I setae pnenebtninannenenseniinian 256 
I aicctancbenasuthdesanssiccnchsctecservesees 203 
Stone, porcelain and glass ..................65. 148 
Leather, brushes, Be. ......00.cccccccescecesvees 101 
TIRE vs csndecicicceseccscciogeccctooctesiiocesegore 92 
POG B icy opr ctnereponoeponecccccvegeetotecsocscsconsites 29 


It will be seen that foodstuffs still hold the first place, 
but the progress effected in certain other branches, and 
notably textiles, has been quite remarkable of recent 
years. 

As foreign trade is dealt with elsewhere in this supple- 
ment, it will suffice here to remark that the export of 
industrial products has been increased. Thus, partly- 
manufactured goods stood at 72 million pengd in 1929, 
as against 64 millions in the previous year, while the ex- 
port of wholly manufactured goods amounted to 345 mil- 
lion pengd, compared with 285 millions in 1928. 

Of course the general depression under which the whole 
world is now suffering has naturally had a profound effect 
upon Hungarian industries. The great falling off in the 
purchasing power of tke consumers, which, in Hungary, 
is due above all to the catastrophic fall in the value of 
agricultural products, and the acute agricultural crisis, 
which is its natural outcome, is a source of constant uncer- 
tainty. At the moment, indeed, a retrograde movement 
has made itself felt in the output and the price-level of 
most branches of industry. Although the index numbers 
of industrial products are lower in Hungary than in many 
European States, it cannot be denied that there is to-day 
a certain opposition between industry and agriculture 
which comes to the fore more especially in the question 
of Customs tariffs. But there is no reason why Hungarian 
industrialists should not look forward with confidence to 
the future. The important part they play in the total 
output of the country combines with fiscal, financial and 
general considerations, and more particularly, their ability 
to create new opportunities for their various activities, to 
bind their future very closely with that of the nation as 


; a whole. The limiting factors that are making themselves 


felt at the present moment may delay, but they cannot 
sibly prevent the future development of industrial life 





m Hungary. 
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BRITISH & HUNGARIAN BANK, Leta. 


Head Office: BUDAPEST, V., Vilmos csaszar-ut 32 
Established 1890. Telegraphic Address: COLONIALE. 


CAPITAL & RESERVES FULLY PAID UP: 40,000,000 Penga. 


11 BRANCHES IN BUDAPEST. 


Country Branches: BEKESCSABA, BERETTYOUJFALU, DEBRECEN, GYOR, HATVAN, KISKUNFELEGYHAZA, 
MAKO, NAGYKANIZSA, NYIREGYHAZA, SOPRON, SZEGED. 


London Agents: The British Overseas Bank Ltd., 33 Gracechurch Street, E.C. 3. 
Midland Bank Limited, Overseas Branch, 122 Old Broad Street, E.C. 2. 
Anglo-International Bank Ltd., 27/28 Lombard Street, E.C. 3. 


Every kind of Banking Business Transacted. 








BALANCE SHEET AS OF JUNE 30th, 1930. 





ASSETS LIABILITIES 
Pengd Pengd 

Cash in hand is ws 1.403.051.33 | Capital - a a a Cll 
Balances at call at National Bank of Hungary onl heenke «. 8.225.110.80 | Copital reserve fund an hee sae ek. ae tone 5.563.636.— 
OO ak alle ..  66.037.194.— | Reserve fund isl ol ae ee. ba 
Debtors hess .. «se 72.734.264.01 | Pension reserve fund Soe 4 Ceab bodes.” Uideey a5 Satie lt Liat 1.675.000.— 
Government and public bonds and other securities ...  11,605.244.45 | Pension fund - . 3.236.778.51 
Share interest in affliated banks and other companies... 13.346.586.98 | Deposits a oa fae ee Oe hl 
Mortgages in cover of our mortgage bonds ... ee on 18.050.112.77 | Other Creditors ... a fe ia eee wee = 335.741.405.559 
Security fund of mortgage bonds sen vie a wa 1.057.819.58 | Assigned mortgage leone « seb wo ** enh pay tole 5.394.960.— 
Real estate property ios ote kee ge ra ie 5.478.408.23 | Mortgage bonds outsnading edt ae ed: Ce «CRESS 
Pension fund assets oes ae See 3.236.778.51 | Transitory items ... “ae 3.883.504.83 


Liabilities of customers for guarantees and che obligations Guarantees and other ebligutions « as oe om 25.503. 943.30 
as per contra ... 25.503.943.30 


P 201.174.570.66 


P 201.174.570.66 














HUNGARIAN GENERAL : 
SAVINGS BANK National Central 


LIMITED Savings Bank o Hungary 


te an ey wh Cable Address: MOKTAR Founded : 1872 


CENTRAL OFFICES: 
BUDAPEST 7 De&k Ferenc utca, Budapest IV. 


V. Gréf Tisza Istvan utca 8-10 
Telegraphic Address : Generalcassa 


Established 1881 








11 Branches in Budapest. 





Country branches ” . 
Share Capital and Reserves : poten ico eee 


Affiliation in VIENNA : 
33,300,000 Pengo CENTRAL WECHSELSTUBEN A. G., 
The Bank has \0 branches in Budapest, and <3 Kasutasmtoeess I. 
22 throughout all the principal 


cities of Hungary 
Execution of all banking transactions. Letters of credit 
The dec g wee dogg vee sechnsigeg Bank a and remittances on every important city of the world. 
a genera issues Mort- Travellers’ checks. Purchase and sale of fore: 
Bande in Serhn aad USA, Dolla, wvesompasne MB cane gB rokcs hp dlaaae 














e Sterling Mortgage Bonds of the Bank are Purchase and sale of stocks and shares. Check accounts. 
officially quoted on the London Stock Exchange Collection of bills and coupons. 


Correspondents throughout the World 1 | | Our foreign department furnishes all kinds of information. 
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TRANSPORT. 


By Dr. Géza pz Tormay, Under-Secretary of State, 
Ministry of Commerce. 


Railways. 


Tue total railway network of post-war Hungary amounts 
to 5,539 miles, of which 2,024 miles (or approximately 
87 per cent.) are owned by the State. The other lines are 
owned privately, though they include 2,465 miles of local 
line, managed and operated by the State Railway 
Administration. The network as a whole was in a very 
bad state at the end of the war, and the following years 
of revolution and currency inflation made reconstruction 
work impossible. With the restoration of the currency, 
however, & new period began; considerable sums were 
made available out of the proceeds of the League Loan, 
as well as from internal sources, for the re-equipment of 
railway plant and rolling stock. In the five financial years 
1924-25 to 1928-29, a total of 127.3 million pengé has been 
spent on capital investments and, as a result of this, the 
railway system has been restored to the standard of pre- 
war days. Further improvements will be financed out of 
the proceeds of the proposed State Loan in order to 
increase the efficiency of the railway system still further. 
Passenger rates are below those ruling in most other 
countries, and are not much above the pre-war level. 
Goods rates are drawn up with a view to encouraging the 


export of agricultural products. Substantial freight rate 
reductions have already been granted to this end, and still 
more are now under consideration. 

The expansion in railway traffic of recent years can be 
seen from the following table :— 


Goods Traffic Passenger Traffic 
Year. (in million tons). (in millions). 
1924-25 ......... 35-4 92-8 
1925-26 ......... 33-5 104-9 
1926-27 ......... 39-1 111-3 
1927-28 ......... 40-6 121-0 
1928-29 ......... 40-7 125-4 


In the present year the goods traffic has somewhat 
declined owing to the general economic depression now 
prevailing. 

The geographical situation of Hungary is favourable to 
the development of transit traffic, which increased by 
over 20 per cent. between 1926 and 1929. Everything 
is being done to facilitate the expansion of international 
railway services, like the Orient Express, which was re- 
sumed in 1921, through Hungarian territory. It is worth 
noting, in this connection, that the shortest and quickest 
route from London, Paris, Berlin, Prague and Vienna 
to the capitals of South-Eastern Europe—Belgrade, 
Bucarest, Sofia, Athens and Constantinople—passes 
through Budapest. Both passenger and goods services are 
reliable, and the trains are as punctual in Hungary as 
they are in the States of Western Europe. 

The main railway line which connects Budapest with 
Vienna and the West will be electrified in the course of 
the next few years. A huge power station has already 
been erected, with the aid of British capital, to provide 
electric current for the 128 miles of line from Budapest 
to the Austrian frontier. When this work is completed it 
is hoped that considerable economies will be effected in 
operating what is much the most important stretch of 
line in the country. The current will be generated from 
Hungarian low-grade brown coal. This will reduce the 
imports of high-grade coal and thus help to improve the 
balance of trade. 


Waterways. 

_ The most important navigable waterway in the country 
is, of course, the Danube. It is open to navigation for 
about ten months, on the average, each year, and carries 
& considerable proportion of Hungarian imports and 
exports. Ships and barges, flying the flags of many 
nations, maintain services on this main arterial waterway 
of Central Europe. 

The total length of navigable waterways in post-war 
Hungary amounts to 1,052 miles, as against 1,795 miles 





in the old kingdom. Vessels flying the Hungarian flag 
include 137 ships, with a total tonnage of 11,339 tons, 
and 296 barges, totalling 139,987 tons. Last year they 
carried 790,532 tons of goods and 2,690,000 passengers. 
The Government pays annual subsidies to the shipping 
companies to enable them to maintain regular services 
for passengers and for goods. 

The Free Port of Budapest, which has recently been 
completed at a cost of 264 million pengd, is undoubtedly 
the largest and most up-to-date harbour on the Danube. 
Its turnover last year amounted to 185,000 tons, consist- 
ting mainly of cereals, timber, coal and iron, while the 
total turnover of the commercial port of Budapest as a 
whole was 390,000 tons, of which shipping traffic 
accounted for 340,000 tons. The Trianon Treaty deprived 
Hungary of direct access to the sea, but by an agreement 
arrived at with Italy in 1927 she obtained a free port on 
the Adriatic at Fiume, which was formerly Hungarian 
territory. 


Roads. 


The state of the roads is unsatisfactory and, with but 
few exceptions, they are not yet fit for motor traffic. A 
big road construction scheme has, however, been worked 
out by the Ministry of Commerce, and special attention 
has been paid to those districts where transport facilities 
are still very backward. Last year a sum of 24.8 million 


pengd was devoted to the building of new roads and to 
the maintenance of existing ones. A Motor Vehicle Tax 
was instituted in the budget of 1928. Its proceeds are 
paid into a special Road Fund, which is intended to 
finance the upkeep of the roads. As motor traffic is 
developing very slowly, the income of this fund is far 
from sufficient to meet the expenditure called for by the 
road schemes of the Government, and recourse will have 
to be had to home and foreign borrowing until such time 
as the fund becomes adequate. 

The modernisation of the road system is a matter of the 
greatest importance in an agricultural country, more 
especially for the marketing of perishable goods such as 
fruit and vegetables. Hungary has been seriously handi- 
capped in the past by the absence of satisfactory means 
of transport in the outlying parts of the country, but these 
defects are now being slowly remedied. The main arterial 
roads are being rebuilt with a view to the needs of inter- 
national motor traffic, and a modern road has just been 
completed which links up Budapest with Vienna. The 
Hungarian sector of the proposed road from Calais to Con- 
stantinople will be entirely reconstructed during the course 
of the coming year. 

At the end of 1929 there were 29,417 motor vehicles of 
all types in the country. This total included 11,582 cars, 
4,400 lorries, 690 buses and 10,365 motor cycles—of which 
4,060 were of British make. The improvement of the road 
system has already led to an increase in tourist traffic, 
and this should expand still further in the future. It will 
certainly be helped by the reasonable charges made at 
the principal summer and winter resorts of the country. 


Airways. 


During the summer season London, Paris, Rome, 
Berlin and Constantinople can each be reached from Buda- 
pest by air in one day. The London-Egypt-India service 
of Imperial Airways calls regularly at the Budapest aero- 
drome, and Hungarian aeroplanes, piloted by Hungarian 
pilots, maintain a regular service to Vienna, where they 
link up with the Luft Hansa lines to the rest of Europe. 

The Ministry of Commerce exercises supreme control and 
supervision over all means of transport—by rail, road, 
water and air—within the country. Transport facilities 
have improved enormously during the course of the last 
ten years, and have done much to stimulate the economic 
recovery of the country. There is, therefore, every reason 
to believe that the improvements now under consideration, 
for the realisation of which the co-operation of foreign 
capital is essential, will lead, in the fullness of time, te 
still further progress in the economic equipment of the 
country as a whole. 
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PRICES AND WAGES. 


By Our Bupapgest CORRESPONDENT. 

Durie the war prices were inflated; indeed, inflation 
was one of the main characteristics of the economic and 
financial chaos prevailing in Hungary from 1919 to 1924. 
With the currency stabilisation carried out in 1924, 
thanks to application of the League's Reconstruction 
Scheme, prices have become stable. Prices were con- 
siderably above the gold parity of world prices in 1924, 
but they have subsequently receded, as the population’s 
confidence was restored in the national currency. 

The index prices from 1924 on are as follows :— 


1913 = 100. 


BRREES 
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(a) From 1929, weighted index. 


It will be seen from the above table that wholesale 
prices fell considerably during 1925, the drop of 30 points 
in that year representing an adjustment to world prices. 
In 1926 and in 1927 prices increased slightly owing to the 
economic recovery stimulated by foreign funds. In 1929, 
however, the economic depression and the heavy fall of 
agricultural prices caused a general recession of wholesale 
prices which was continued throughout the present year. 
It is worth while to note that in 1929 a weighted whole- 
sale index was worked out by the Statistical Department 
in order to show the discrepancy existing between the 
various groups of commodities. 

According to the new weighted wholesale index, on 
September 30, 1930, the index for agricultural products is 
returned at 80, and that of industrial products at 122. 
But even these figures do not reflect sufficiently the exist- 
ing discrepancy between the protected industrial and the 
unsheltered agricultural products. The fact that the 
wheat index on October 31st is shown at 58, and that of 
rye at 38, will better demonstrate the extent of the 
diminished purchasing power of the farmer. Owing to the 
high prices of coal, machinery, textiles, artificial fer- 
tilisers, he is compelled to give twice, in many cases, and 
even three and four times, more in quantity of cereals and 
livestock in exchange for industrial products than was the 
case in pre-war years. It is of paramount importance that 
the inflated prices of the staple industrial commodities 
should adjust themselves to the general fall of world 
prices, because the whole economic system of the country 
will be paralysed if the present highly injurious discrep- 
ancy is maintained by artificial means. 

The cost-of-living index, which is based on the needs 
of a working class family of four, does not reflect the true 
position. There is little doubt that the real increase in the 
selling price of manufactured goods is understated; and 
the actual rise in the cost of living of the working classes, 
as well as the middle classes, is, to-day, much greater 
than the increase of 2.7 per cent. indicated by the Statis- 
tical Department. The differentiation between the index 
with without rents is due to the fact that rents for 
old tenants are regulated at 86 per cent. of the pre-war 
level by the Rent Restriction Act, but the rents of new 
houses are about 40 per cent. and even more above 1913. 

Wages compare unfavourably with those in Western 
countries. The agricultural labourers’ standard of living 


is very low and y they receive the maj of 
Ghats wages in Lind. ‘Tin Ipduocial working aww 
somewhat better off, but their wages, both and 
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unskilled, are far behind those of the neighbouring in 
dustrial countries. An illustration of the comparative, 
low wages is the fact that in 1928 out of a total industries 
production valued at 2,847 million pengé (£103,000,000 
only 366.6 million pengé (£13,200,000), that is Ne 
than 13 per cent., were paid out in wages to 24) 4). 
employees. This means that the average income of the 
artisans is about £1 per week, and even highly-skilled 
artisans do not earn more than £2 10s. per week. Cop. 
sidering the protective duties accorded to industry 
appears that either such low wages are not justified or 


that the high tariffs are reacting unfavourably on the 
standard of living of the whole population. 

Another difficult problem of post-war Hungary is hoy 
to deal with the tens of thousands of the educated classes 
from the lost territories, who took refuge in the country 
and for whose services there is no economic demand 
Accordingly, they are a heavy burden on the whole com. 
munity, either by keeping salaries and wages low or by 
receiving pensions at the charge of the Treasury. This 
fact accounts for the substantially reduced standard oj 
living of the middle classes as the refugees were most/y 
State employees or came from the professional class. 
The development of social services was delayed by 
the economic chaos and the scarcity of means in the 
period of inflation, when help was most urgently needed. 
With the restoration of public finances and the economic 
recovery experienced in 1926 and 1927, considerable sums 
were devoted to the building up of social services. Large 
sums were spent on education, housing, hygienic services, 
perhaps on too ambitious a scale. A compulsory 
insurance scheme against sickness and old age has been 
introduced, covering about one million people, though 
agricultural workers are not yet included. Provision has 
also been made for orphans and widows. The heavy bur. 
den of the insurance system and its expensive manage- 
ment is not unjustly criticised by the workers as well as 
by the employers. 

There is no compulsory insurance against unemploy- 
ment, an omission resented by the industrial workers, | 
who are organised and aided while not employed by their 
trade unions. It is difficult to give a correct estimate of 
the number of unemployed in Hungary, because there 
are no trustworthy figures in respect to agricultural 
labourers, of whom a considerable number—perhaps 
100,000—are workless in the winter. The number of 
industrial unemployed registered by the trade unions 
amounted in November, 1930, to 23,000, or about 10 per 
cent. of the total. 

The National Income in 1924 at the outset of the Re- 
construction Scheme was estimated at 3,600 million 
pengé and private estimates range from 4,400 to 5,500 
million pengd in 1927 and 1928, when the economic re- 
covery of the country was reflected in the increased 
volume of production and trade. In 1929 and in 1930, 
however, owing to the serious decline in the agricultural 
prices, the National Income in money value has certainly 
diminished, although the volume of production and trade 
shows only a comparatively slight decrease. The fact 
that more than half of the population living in the rural 
districts is practically self-sufficient, consuming mainly 
its own products, makes it extremely difficult to give s 
correct estimate of the National Income in money value. 
An average of 500 pengé (£45) per capita income for the 
present year is perhaps on the safe side. This is more 
than the average income per capita in the South-Eastern 
European agricultural States, but considerably less than 
that of the Western countries. 

The total tax burden on the National Income is about 
20-22 per cent. per annum on the average in the last 
five years. The distribution of the National Income 
leaves very much to be desired. Although the situation 
has ly improved since the currency stabiliss 
tion, wages are still low, and considering that the 
cost of living has not fallen to anything like the exten 
a by LSoasees in wholesale peti, 4 the teva 

power population, especially in the agri 
districts, has greatly diminished. 
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